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ABSTRACT: 
Academic finance courses teach the underlying principles of portfolio 
management.  Diversify your portfolio to eliminate idiosyncratic risk, match your 
portfolio beta to the risk appetite of your investors, invest in companies 
exhibiting earnings per share growth, and your fund will beat the market.  More 
or less, this is the mindset of the herd, but following the herd never gets you 
ahead.  Warren Buffet “attempts to be fearful when others are greedy and to be 
greedy only when others are fearful.”  True investors ignore the movements in 
the market, and focus their energies on discovering unrecognized intrinsic value.  
As such, value investing hinges on the belief that markets are inefficient because 
inefficient markets result in short term prices unrepresentative of intrinsic value, 
thus presenting investment opportunities. 
I was introduced to the principles of value investing through my 
participation in the Orange Value Fund, a value investing hedge fund 
administered through the Whitman School of Management.  Fernando Diz, an 
associate professor at the business school, is the managing director of the fund.  
The fund models its investment approach after Martin J. Whitman’s investment 
philosophy.  The philosophy is simple: buy “safe” and “cheap” investments, but 
the practice is difficult.  To be considered “safe,” a company must pass a rigorous 
examination of its industry, competition, top management, directors, and capital 
structure.  To be considered “cheap,” the security must be trading at a significant 
discount to its estimated intrinsic value.  My Capstone Project is a compilation of 
five research reports on the following companies: the Bristow Group, EnCana 
Corporation (now EnCana and Cenovus Energy), Ship Finance International 
Limited, Google, and GameStop Corporation.  
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project.  Decide upon a topic, and start working on your project early!  I cannot 
stress this enough.  You do not want to be cramming to get this finished at the 
end of your senior year.  Start early, pace yourself, and following the guidelines 
you set for yourself. 
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 Valuation Data (in millions, except per share data): 
As of September 30, 2009 (EBITDA data extrapolated as full year estimate) 
Market Price (as of 11/30/09)  $31.29  Total Assets  $2,335  
Shares Outstanding  35.7  Total Cash  $138  
Market Cap (MV of Equity)  $1,117  Intangible Assets  $47  
Add Debt  $741  Tangible Assets  $2288  
Add Preferred Stock  $230  Total Liabilities  $1159  
Add Minority Interest  $11  Book Value (BV) $1176  
Less Excess Cash  $100  Tangible BV  $1129  
Enterprise Value  $1,999  BV Per Share  $32.94  
Tangible BV Per Share  $31.62  
Net Income  $125  
Add Interest Expense  $71  Price/BV  0.95  
Add Income Taxes  $44  Price/Tangible BV  0.99  
Add Depreciation & Amortization  $69  Price/NAV  0.80  
EBITDA  $310  EV/EBITDA  6.46  
Price/EBITDA  3.61  
Return on Assets (ROA)  5.37%  Price/Earnings  8.90  
Return on Equity (ROE)  9.66%  
Return on Sales (ROS)  12.31%  
 
 
Closing Price (11/30/09) 
 
$31.29  
Respective Discount 
to Valuation 
Net Asset Value $39.06 24.82% 
 
Analyst Recommendation:  DON’T BUY 
After thorough analysis of Bristow Group using fixed multiple enterprise value as 
well as net asset value valuation methods, we do NOT recommend purchasing 
equity in the company at this point in time. We believe that there are companies 
that better exemplify safe and cheap investment opportunities. Valued as a strict 
going concern and a conservative multiple, the Bristow Group is not trading at a 
significant discount. Further, it has financed its growth primarily through the 
issuance of debt, and operates at what we believe are high and unsustainable 
levels of debt. If Bristow is unable to refinance its long term debt or raise more 
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capital, it would be impossible for BRS to maintain its current rate of expansion.  
However, it could continue to grow earnings by paying down its debt.  From an 
LBO standpoint, Bristow has significant asset values “hidden” in its helicopter 
fleet.  
We identified two scenarios for sales growth for the Bristow Group.  In the first, 
BRS could attempt to increase earnings through continued growth and 
expansion (the strategy they are currently undertaking) financed by debt.  
However, in the second Scenario, BRS would end its strategy of rapid expansion, 
opting instead to pay down its debt, thus lowering its interest expense.   
 
Origination of Idea: 
Bristow Group was featured in the December 31st, 2008 issue of Value Investor 
Insight. Curtis Jensen, Co-Chief Investment Officer of Third Avenue Management, 
was featured prominently in the issue analyzing the investment value of Bristow 
Group. Third Avenue Management is the third largest institutional owner of 
Bristow with 8.1% of Bristow’s common stock.  
 
Company Description:  
Bristow Group is the leading helicopter services provider to the offshore energy 
industry. Its expansive fleet is used by energy companies to transport employees 
ranging from executives to blue collared workers to and from offshore drilling 
sites. It has a fleet of 581 helicopters servicing the US Gulf of Mexico, Europe, 
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West Africa, Southeast Asia, Latin America, as well as other locations around the 
globe.  
 
Business Segments 
The Bristow Group operates in one main business segment as the provider of 
helicopter services to the worldwide offshore energy industry.  The segment is 
divided into three divisions: Western Hemisphere, Eastern Hemisphere, and 
Global training. Customers charter helicopters to transport personnel between 
on shore bases and offshore platforms, drilling rigs, and installations.  They 
classify their helicopters into three sizes: small (four to eight passengers), 
medium (12 to 16), and large (18 to 25).  The smaller helicopters operate mainly 
in shallow waters, while the medium and larger helicopters are used to provide 
transportation to remote offshore facilities.  Medium and large helicopter 
operations provide a greater contribution margin that the small helicopters.  The 
company has in house technical services operations (repair, engineering, and 
design) that keep costs low.  Because of the wide array of uses for helicopters, 
the firm has the ability to sell off excess aircraft during times of reduced demand 
in the offshore energy industry. 
 
Major Business Areas 
Bristow earns a majority of its revenues from three places: the US Gulf of 
Mexico, Europe, and West Africa. In Q1 2009, these three regions accounted for 
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16%, 39%, and 19% of Bristow’s revenues respectively. In 2007, 2008, and 2009, 
approximately 55%, 53%, and 55% of Bristow’s gross revenue was derived from 
the Gulf of Mexico and Europe. During the quarter, Bristow generated 80% of its 
revenues internationally.  
 
 
Minor Revenue Producing Segments  
The EH (Easter Hemisphere) Centralized Operations provided 1% of gross 
revenue in 2008.  It provides technical support to its operations in the eastern 
hemisphere.  The last revenue producing segment is the Bristow Academy, which 
also accounted for 1% of revenue in 2008.  The Bristow Academy is a global 
training facility whose goal is to produce qualified, skilled pilots.  The company 
has identified a trend as they see a lack of qualified pilots in the market place, so 
it plans to expand this operating segment.  However, this expansion will likely 
have very little impact on the company’s total earnings. 
 
 
 
Europe
West Africa
Revenue Breakdown 
Europe 39% 
West Africa 19% 
US Gulf of Mexico 16% 
Australia 10% 
Latin America 7% 
Other International 4% 
Bristow Academy 2% 
WH Centralized Operations 1% 
EH Centralized Operations 1% 
Arctic 1% 
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Customers  
Shell accounted for 22% of the company’s revenue in 2008.  The company’s top 
10 customers accounted for 57% of its total revenue.  Clearly, the company is 
dependent upon a small group of customers for a large portion of its business.  
Most of the company’s contracts are relatively short lived.  For customers in the 
United States, contracts usually expire within a year.  In international markets, 
contracts renew about every two to five years.  However, the company feels that 
they have a significant competitive advantage in the bidding process because of 
its established customer relationships, knowledge of site characteristics, and 
understanding of the customer’s cost structure of operations.  There are two 
important details of these contracts that can significantly impact the company’s 
operations.  First, contracts with customers can be terminated or downsized at 
any time.  Second, these contracts include clauses that require the customer to 
pay any additional costs associated with the operation. 
 
Other Business Factors  
The company has significant insurance policies.  It carries insurance for, or 
requires customers to indemnify them against, expropriation, war risk, and 
confiscation of helicopters used in international operations.  Terrorist attacks 
and political uncertainties (especially in Nigeria) may significantly affect their 
insurance premiums.  Further, there is a trend towards increasing restrictions 
and limitations on activities that may affect the environment, which could 
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adversely affect the company.  However, the company states that these 
increased restrictions and limitations will not cause them to incur significant 
costs.  Many of the company’s employers are members of unions, and wages 
have risen significantly in recent years.  About 69% of the company’s employees 
are represented under collective bargaining agreements.   
 
Risk Factors: 
International 
There are many risks associated with conducting business in regions outside the 
US Gulf of Mexico and the North Sea.  These risks include political, social, and 
economic instability (including risks of war, general strikes, and civil 
disturbances), physical and economic retribution directed toward US companies, 
the taking of property without fair compensation, and the lack of well-developed 
legal systems to enforce their contractual rights.  The company has already 
experienced the latter in its business operations in Nigeria.  The company hired 
an outside auditor to review payments made by affiliates in Nigeria under the 
Foreign Corrupt Practices Act.  It currently faces legal actions amounting to $16.3 
million.  As a result, they may encounter difficulties conducting business in 
certain foreign countries and retaining and attracting additional business with 
certain customers. 
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Foreign Exchange 
The company faces significant foreign exchange risk related to the British pound, 
Euro, and Australian dollar. All three of those currencies have depreciated in 
value relative to the dollar which has caused a significant reduction in operating 
income for the nine months ended December, 2008.  It attempts to minimize 
exposure to foreign exchange risk by contracting a majority of services in US 
dollars.  However, a strong US dollar may increase costs to foreign customers 
and decrease demand for products. Also, the company operates in countries 
with foreign exchange controls that may limit its ability to repatriate funds from 
international operations.  The company does not engage in hedging activities.  
Continuing, the interests of unconsolidated affiliates may differ from that of the 
company.  However, this risk is insignificant because these affiliates do not want 
to lose its relationship to the company.   
 
Other 
Further, the company’s failure to attract and retain qualified personnel could 
affect current business and growth strategies.  The company has responded to 
this through the growth of its Bristol Academy.  Unavoidably, helicopter 
operations are very risky, and all costs incurred through accidents may not be 
covered by insurance, but most are, at least for the time being.  On the same 
note, harsh weather conditions significantly reduce the company’s business 
operations.  Finally, it only has contracts with a small number of helicopter 
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manufacturers and parts vendors.  The company is dependent on them for its 
growth potential and future business prospects.  
 
Competition:   
The company stresses the fact that they have several significant competitors in 
the US Gulf of Mexico, two in the North Sea, and one in Nigeria.  I believe they 
stress this issue because it is under investigation for violating US Anti-Trust Laws.  
It is very hard for new competitors to enter the industry because it requires 
considerable capital investments, significant levels of working capital, a complex 
system of onshore and offshore bases, and personnel experience.  One form of 
competition occurs when clients decide to own personal helicopters, but this is 
not common practice.  Upon expiration, contracts are renewed based on 
competitive bidding, although the company believes the quality of service 
provided impacts the final decision.  However, this limits the company’s ability to 
increase its charter rates. 
 
Growth Factors: 
Future growth for BRS depends on international oil and gas activity, the firm’s 
ability to operate outside of the Gulf of Mexico and the North Sea, and the ability 
to raise capital.  However, expansion to other areas is affected by local 
regulations restricting foreign ownership of helicopter operators, requirements 
to award contracts to local operators, and the number and location of new 
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drilling concessions granted by foreign sovereigns.  Future growth also depends 
on raising significant levels of capital.  If funding is insufficient then they may not 
be able to take advantage of business opportunities or respond to competitive 
pressures. While the company does have significant levels of debt, it has raised 
over $1.1 billion of both debt and equity capital in the past three years. As of 
June 30, 2009, the company had cash on deposit of $138 million and a $100 
million revolving credit facility.   
 
Debt Analysis: 
Opinion 
The Company’s proven ability to continually obtain unsecured credit, even in strained 
financial markets, as well as its access to $100 million through its credit facility leaves 
the Company free from significant risk of insolvency.  Also, many of the restrictions 
imposed on the company via its debt only come into effect if the result of the action 
impacts the debt’s priority or likelihood of payment. Further, the high levels of debt the 
company operates under are a necessary part of its aggressive expansion as it attempts 
to meet a growing demand.   If BRS continues to financial business ventures with higher 
returns than the cost of debt the company will not be in a stressed financial position. 
 
Debt Overview 
The aggregate commitments under the revolving credit facility may be increased to 
$200 million at the Company’s option following its 61/8% notes receiving an investment 
grade credit rating from Moody’s or Standard & Poor’s (so long as the rating of the 
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other rating agency of such notes is no lower than one level below investment grade). 
As of September 30, 2007, the Company’s Moody’s and Standard & Poor’s ratings were 
Ba2 and BB, respectively, which are two levels below the investment grade ratings of 
Baa3 and BBB-, respectively.  The terms of Bristow’s debt restricts the company’s ability 
and the ability of the Company’s restricted subsidiaries to incur additional indebtedness 
or issue preferred stock, pay dividends or make other distributions to the company’s 
stockholders, purchase or redeem capital stock or subordinated indebtedness, make 
investments, create liens, incur restrictions on the ability of the company’s restricted 
subsidiaries to pay dividends or make other payments to it, sell assets, consolidate or 
merge with or into other companies or transfer all or substantially all of the company’s 
assets, or engage in transactions with affiliates. 
 
6_1/8 Senior Notes maturing June 15th, 2013 
- Aggregate principal amount of $230 million 
- Interest payable on June 15th and December 15th of each year, and accrues from 
June 20th, 2003 
- The notes are unsecured and rank equally in right of payment with all other existing 
and future senior unsecured indebtedness. 
- Payment is guaranteed by certain subsidiaries.  The guarantors generated 
approximately 33.3% and 30.9% of the Company’s operating revenue and operation 
income, respectively, in fiscal 2003 and held approximately 32.6% of the Company’s 
consolidated assets as of March 31st, 2003. The obligations of each Guarantor under 
its Subsidiary Guarantee will be a general unsecured obligation of such Guarantor, 
ranking equally in right of payment with all other senior indebtedness of such 
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Guarantor and senior in right of payment to any subordinated indebtedness of such 
Guarantor and any future subordinated indebtedness. 
- Covenants in effect 
 Negative Pledge, Change of Control, Limit of Indebtedness, Cross Default, 
Certain Sales of Assets, Restriction on Activities, Merger Restrictions, 
Limitations of Sale-and-Leaseback, Limitation on Subsidiary Debt, Restricted 
Payments, Ratings Trigger 
 The Company and its Restricted Subsidiaries may incur indebtedness or 
issue disqualified stock if the Consolidated Interest Coverage Ratio for the 
Company’s most recently ended four full fiscal quarters is at least 2.25 to 1.  
This does not apply to the incurrence of indebtedness under the Company’s 
Credit Facility of $100 million or less.  (as written in 2003) 
 
7_1/2 Senior Notes maturing September 15th, 2017 
- Aggregate principal amount of $350 million 
- Interest payable of March 15th and September 15th of each year, and accrues from 
September 15th, 2007 
- The notes are unsecured and rank equally in right of payment with all other existing 
and future senior unsecured indebtedness, including the 2013 Notes. The obligations 
of each Guarantor under its Subsidiary Guarantee will be a general unsecured 
obligation of such Guarantor, ranking equally in right of payment with all other senior 
indebtedness of such Guarantor and senior in right of payment to any subordinated 
indebtedness of such Guarantor and any future subordinated indebtedness. 
- The Guarantors generated approximately 34% and 37% of the Company’s operating 
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revenue in the six months ended September 30, 2007 and fiscal year 2007, 
respectively, approximately 47% and 48% of operating income in the six months 
ended September 30, 2007 and fiscal year 2007, respectively, and held approximately 
50% of its consolidated assets as of September 30, 2007. 
- Covenants in effect 
 Negative Pledge, Change of Control, Limit of Indebtedness, Cross Default, 
Certain Sales of Assets, Restriction on Activities, Merger Restrictions, 
Limitations of Sale-and-Leaseback, Limitation on Subsidiary Debt, Restricted 
Payments, Ratings Trigger 
 The Company and its Restricted Subsidiaries may incur indebtedness or 
issue disqualified stock if the Consolidated Interest Coverage Ratio for the 
Company’s most recently ended four full fiscal quarters is at least 2 to 1.  
This does not apply to the incurrence of indebtedness under the Company’s 
Credit Facility of $150 million or 30% of consolidated net tangible assets. (as 
written in 2007) 
 
Credit Facility 
- Entered into August 2006 
- $100 million credit facility, can be increased to $200 million if the Company receives 
a credit rating from Standard and Poor’s or Moody’s of investment grade (so long as 
the rating from the other agency is no lower than one below investment grade 
- Interest rate equals either the Base Rate, being the higher of the prime rate or the 
Federal Funds rate plus .5% per annum, or LIBOR plus the applicable margin, which 
varies between 0% and 2.5% depending on the credit rating 
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- Borrowings are guaranteed by certain of the Company’s principal domestic 
subsidiaries and secured by the accounts receivable, inventory and equipment 
(excluding aircraft and their components) of the Company, and the capital stock of 
certain of the Company’s principal foreign subsidiaries. 
- Significant covenants 
 Covenant to maintain a leverage ratio not greater than 4.00:1.00 
In thousands March 
31, 2009 
June 30, 
2009 
7 ½% Senior Notes due 2017, including $0.6 million of 
unamortized premium 
350,537 350,521 
6 ⅛% Senior Notes due 2013 230,000 230,000 
3% Convertible Senior Notes due 2038 93,067 93,792 
Norsk debt 18,348 18,228 
RLR Note 17,215 16,941 
Term loan 14,382 13,806 
Hemisco Note — — 
Other debt 364 218 
Total debt 723,913 723,506 
Less short-term borrowings and current maturities of long-term 
debt 
(8,948) (8.953) 
Total long-term debt $714,965 $714,553 
 
 2007 2008 2009 2010 
Long-term debt and short-
term borrowings 
    
Principal 17,634,000.00 4,852,000.00 6,484,000.00 21,953,000.00 
Interest 12,955,000.00 15,557,000.00 41,644,000.00 91,849,000.00 
Aircraft operating leases 7,254,000.00 6,300,000.00 9,972,000.00 16,263,000.00 
Other operating leases 2,411,000.00 3,080,000.00 3,398,000.00 9,436,000.00 
Pension obligations 9,950,000.00 14,370,000.00 14,550,000.00 26,565,000.00 
Aircraft purchase 
obligations 
204,086,000.00 242,306,000.00 262,200,000.00 235,913,000.00 
Other purchase obligations 29,703.00 36,321,000.00 36,175,000.00 2,040,000.00 
Total contractual cash 
obligations 
254,319,703.00 322,786,000.00 374,423,000.00 404,019,000.00 
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Comparison Cash to Obligations 
 
 
Management: 
Members of executive management have all been recently appointed with the 
longest serving member having joined in the company in 2002. CEO William 
Chiles was elected in 2005 and has served in that capacity since. While members 
of executive management are relatively new at their positions, each of has had 
significant experience in the oil, offshore drilling, and helicopter services 
industries. Management compensation is very much tied to the performance of 
the company. Each member’s compensation is based upon several different key 
performance indicators (KPI) depending on the position in which they hold, such 
as EPS and EBITDA.  
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Management does not have significant ownership of the company’s common 
stock. Executive management holds just under 500,000 shares, which as of 
March 4, 2009, represented just over 1.4% of total shares outstanding.  
 
Minority Interests:  
The company holds significant positions in numerous consolidated and 
unconsolidated affiliates worldwide.  In many instances, the company is 
restricted from owning a majority stake in a foreign affiliate due to political 
factors.  Many nations have limitations restricting foreign ownership of 
helicopter operators.  When this is the case, the company either leases its 
helicopters to foreign affiliates who transport the company’s clients or the 
company takes a large stake in the international company.  Although, at times, 
this restricts the company’s control over the affiliate, it reduces some risk and 
capital involved with expansion into international regions.  Following is a 
complete list of the company’s affiliates, the country the affiliate operates in, 
and the percentage stake the company holds, and how the company accounts 
for its position on its financial statements. 
Affiliate Name Country of 
Operation 
Percent Stake Accounting 
Treatment 
Helicopter Leasing 
Associates 
Brazil 50 Equity Method 
Rotorwing Leasing 
Resources 
Mexico 70 Consolidated 
Hemisco Helicopters 
International and 
Heliservisio Compeche 
Mexico 24 Contribution Method 
(Not Included) 
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Bristow Caribbean 
Limited 
Trinidad 40 Consolidated 
Bristow Aviation UK 49 Consolidated 
Petroleum Air Services Egypt 25 (Not Included) 
Atyrau Bristow Air 
Services 
Kazakhstan 49 (Not Included) 
Turkmenistan 
Helicopters Limited 
Turkmenistan 51 (Not included) 
FB Entities UK 50 Equity Method 
Norsk Helicopter As Norway 100 (recently) Consolidated 
 
Major Shareholders: 
Top Holders       
Holder Shares % Of CSO 
Market 
Value 
Fidelity Investments 3,575,800     12.179  $112,500,000  
Lord, Abbett & Co. LLC 2,620,851       8.927  $82,500,000  
Third Avenue Management, LLC 2,373,678        8.085  $74,700,000  
Dimensional Fund Advisors LP 2,040,098        6.949  $64,200,000  
Franklin Resources Inc. (NYSE:BEN) 1,987,759         6.77  $62,600,000  
Barclays Global Investors UK Holdings Limited 1,959,955        6.676  $61,700,000  
Caledonia Investments plc (LSE:CLDN) 1,909,600        6.504  $60,100,000  
Fiduciary Management, Inc. 1,397,815        4.761  $44,000,000  
The Vanguard Group, Inc. 1,304,061        4.442  $41,000,000  
Wentworth, Hauser and Violich, Inc.    950,084        3.236  $29,900,000  
Columbia Wanger Asset Management, L.P.    840,600        2.863  $26,500,000  
Old Mutual Asset Management US    793,088        2.701  $25,000,000  
 
Valuation: 
We derived an estimate for the net asset value of BRS’s asset base.  The most 
significant portion of the value of its asset base lies in its helicopter fleet.  We 
used a range of estimates for the value of BRS’s helicopters to assure a thorough 
analysis.  We found estimates for the value of BRS’s helicopters at eighty percent 
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to one hundred and twenty percent of their reported value.  Below is a table 
detailing the valuation. 
 
 
 
 
 
 
 
 
 
 
 
Helicopter Resale Value         
Percent Listed Asset Value at Resale   80% 100% 120% 
Asset Value (Helicopters) 1,877,295,000     
Resale Value  1,501,836,000 1,877,295,000 2,252,754,000 
Helicopter Stock Price    $42.15 $52.69 $63.23 
       
       
Net Asset Value         
Assets      
Aircraft  1,501,836,000 1,877,295,000 2,252,754,000 
Land and Buildings  75,277,000 75,277,000 75,277,000 
Other Assets  24,400,000 24,400,000 24,400,000 
Excess Cash  138,000,000 138,000,000 138,000,000 
Gross Asset Value  1,739,513,000 2,114,972,000 2,490,431,000 
       
Liabilities      
7.5% Senior Notes due 2017 350,521,000     
6.125% Senior Notes due 2013 230,000,000     
3% Convertables Senior Notes due 2038 93,792,000     
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Norsk Debt 18,228,000     
RLR  16,941,000     
Term Loan 13,806,000     
Other Debt 218,000     
Total Debt 723,506,000     
       
Net Asset Value  1,016,007,000 1,391,466,000 1,766,925,000 
NAV Stock Price   $28.52 $39.06 $49.59 
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CONSOLIDATED STATEMENTS OF INCOME 
  
   
   Fiscal Year Ended March 31, 
    
      2006    2007    2008    
      (In thousands, except per share amounts) 
Gross revenue:                               
   Operating revenue from non-affiliates                                                                                     $ 595,139   $ 709,254   $ 868,929   
   Operating revenue from affiliates                                                                                        51,832      48,170      49,806   
   Reimbursable revenue from non-affiliates                                                                                        58,570      80,244      87,325   
   Reimbursable revenue from affiliates                                                                                        4,360      5,927      6,704   
               709,901      843,595      1,012,764   
Operating expense:                               
   Direct cost                                                                                        478,421      548,364      635,327   
   Reimbursable expense                                                                                        61,889      85,938      91,106   
   Depreciation and amortization                                                                                        42,060      42,459      54,140   
   General and administrative                                                                                        59,167      66,321      92,833   
   Gain on disposal of assets                                                                                        (103 )    (10,615 )    (9,390 ) 
               641,434      732,467      864,016   
   Operating income                                                                                        68,467      111,128      148,748   
                                       
Earnings from unconsolidated affiliates, net of losses                                                                                              6,758      11,423      12,978   
Interest income                                                                                              4,046      8,716      12,725   
Interest expense                                                                                              (14,689 )    (10,940 )    (23,779 ) 
Other income (expense), net                                                                                              4,615      (8,998 )    1,585   
    from continuing operations before provision for income taxes and minority interest       69,197      111,329      152,257   
Provision for income taxes                                                                                              (14,668 )    (38,781 )    (44,526 ) 
Minority interest                                                                                              (219 )    (1,200 )    83   
   Income from continuing operations                                                                                        54,310      71,348      107,814   
Discontinued operations:                               
    from discontinued operations before provision for income taxes       5,438      4,409      1,722   
   Provision for income taxes on discontinued operations       (1,939 )    (1,585 )    (5,544 ) 
   Income (loss) from discontinued operations                                                                                        3,499      2,824      (3,822 ) 
   Net income                                                                                        57,809      74,172      103,992   
   Preferred stock dividends                                                                                        —      (6,633 )    (12,650 ) 
   Net income available to common stockholders                                                                                     $ 57,809   $ 67,539   $ 91,342   
                                       
Basic earnings per common share:                               
   Earnings from continuing operations                                                                                     $ 2.33   $ 2.75   $ 4.00   
   Earnings (loss) from discontinued operations                                                                                        0.15      0.12      (0.16 ) 
   Net earnings                                                                                     $ 2.48   $ 2.87   $ 3.84   
                                    
Diluted earnings per common share:                               
   Earnings from continuing operations                                                                                     $ 2.30   $ 2.64   $ 3.53   
   Earnings (loss) from discontinued operations                                                                                        0.15      0.10      (0.12 ) 
   Net earnings                                                                                     $ 2.45   $ 2.74   $ 3.41   
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CONSOLIDATED BALANCE SHEETS 
    
      2007    2008    
      (In thousands)    
ASSETS 
Current assets:                      
   Cash and cash equivalents    $ 184,188   $ 290,050   
    eceivable from non-affiliates, net of allowance for doubtful accounts of $1.8 million and $1.8 million, 
respectively 
   
   147,608      204,599   
    eceivable from affiliates, net of allowance for doubtful accounts of $3.2 million and $4.0 million, 
respectively 
   
   17,199      11,316   
   Inventories       157,563      176,239   
   Prepaid expenses and other        17,387      24,177   
   Current assets from discontinued operations        12,029      —   
      Total current assets        535,974      706,381   
Investment in unconsolidated affiliates        46,828      52,467   
Property and equipment – at cost:                      
   Land and buildings        51,785      60,056   
   Aircraft and equipment        1,139,781      1,428,996   
               1,191,566      1,489,052   
   Less – Accumulated depreciation and amortization        (300,045 )    (316,514 ) 
               891,521      1,172,538   
Goodwill        6,630      15,676   
Other assets        10,725      30,293   
Long-term assets from discontinued operations        14,125      —   
            $ 1,505,803   $ 1,977,355   
          
LIABILITIES AND STOCKHOLDERS’ INVESTMENT 
Current liabilities:                      
   Accounts payable    $ 40,459   $ 49,650   
   Accrued wages, benefits and related taxes        36,390      35,523   
   Income taxes payable        3,412      5,862   
   Other accrued taxes        9,042      1,589   
   Deferred revenues        16,283      15,415   
   Accrued maintenance and repairs        12,309      13,250   
   Accrued interest        4,511      5,656   
   Other accrued liabilities        17,151      22,235   
   Deferred taxes        17,611      9,238   
   Short-term borrowings and current maturities of long-term debt        4,852      6,541   
   Current liabilities from discontinued operations       5,948      —   
      Total current liabilities        167,968      164,959   
Long-term debt, less current maturities        254,230      599,677   
Accrued pension liabilities       113,069      134,156   
Other liabilities and deferred credits       17,345      14,805   
Deferred taxes       76,089      91,747   
Minority interest       5,445      4,570   
Commitments and contingencies (Note 6)                      
Stockholders’ investment:                      
    ndatory convertible preferred stock, $.01 par value, authorized and outstanding 4,600,000 shares; entitled in 
liquidation to $230 million; net of offering costs of $7.4 million 
   
   222,554      222,554   
    tock, $.01 par value, authorized 35,000,000 shares as of March 31, 2007 and 90,000,000 shares as of March 
31, 2008; outstanding 23,585,370 as of March 31, 2007 and 23,923,685 as of March 31, 2008 (exclusive of 
1,281,050 treasury shares) 
   
   236      239   
   Additional paid-in capital       169,353      186,390   
   Retained earnings       515,589      606,931   
   Accumulated other comprehensive loss       (36,075 )    (48,673 ) 
            871,657      967,441   
            $ 1,505,803   $ 1,977,355   
 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
 
  
   
   Fiscal Year Ended March 31, 
    
      2006    2007    2008    
   (In thousands) 
Cash flows from operating activities:    
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   Net income    $ 57,809   $ 74,172   $ 103,992   
ments to reconcile net income to net cash provided by operating activities:                               
   Depreciation and amortization        42,256      42,643      54,241   
   Deferred income taxes       1,488      21,031      17,571   
   Gain on disposal of discontinued operations        —      —      (1,019 ) 
   Gain on asset dispositions        (102 )    (10,618 )    (9,393 ) 
   Stock-based compensation expense         613      4,903      9,546   
    in earnings from unconsolidated affiliates in excess of dividends received       (337 )    (3,754 )    (3,720 ) 
   Minority interest in earnings         219      1,200      (83 ) 
   Tax benefit related to stock-based compensation                                                                                        —      (1,132 )    (1,738 ) 
Increase (decrease) in cash resulting from changes in:                               
   Accounts receivable        (34,718 )    (1,428 )    (32,600 ) 
   Inventories        (12,518 )    (10,225 )    (18,969 ) 
   Prepaid expenses and other                                                                                        (5,925 )    (6,634 )    (18,249 ) 
   Accounts payable        15,944      (10,688 )    7,019   
   Accrued liabilities         (35,397 )    5,771      (36,766 ) 
   Other liabilities and deferred credits       9,933      (811 )    17,725   
Net cash provided by operating activities        39,265      104,430      87,557   
                                 
Cash flows from investing activities:                               
   Capital expenditures        (139,572 )    (304,776 )    (338,003 ) 
   Proceeds from asset dispositions         85,392      40,441      26,623   
   Acquisitions, net of cash received       —      —      (14,622 ) 
   Net proceeds from sale of discontinued operations        —      —      21,958   
   Note issued to unconsolidated affiliate         —      —      (4,141 ) 
   Investment in unconsolidated affiliate       —      —      (1,960 ) 
Net cash used in investing activities        (54,180 )    (264,335 )    (310,145 ) 
                                 
Cash flows from financing activities:                               
   Proceeds from borrowings        —      —      350,622   
   Debt issuance costs        (2,564 )    —      (5,882 ) 
   Issuance of Preferred Stock         —      223,550      —   
   Preferred Stock issuance costs         —      (996 )    —   
   Repayment of debt and debt redemption 
premiums                                                                                    
   
   (4,070 )    (5,716 )    (10,054 ) 
   Partial prepayment of put/call obligation          (129 )    (130 )    (163 ) 
   Acquisition of minority interest       —      —      (507 ) 
   Preferred Stock dividends paid        —      (6,107 )    (12,650 ) 
   Issuance of common stock        1,369      3,949      5,756   
   Tax benefit related to stock-based compensation        —      1,132      1,738   
Net cash (used in) provided by financing activities        (5,394 )    215,682      328,860   
Effect of exchange rate changes on cash and cash equivalents       (3,649 )    5,929      (410 ) 
Net increase (decrease) in cash and cash equivalents         (23,958 )    61,706      105,862   
 nd cash equivalents at beginning of period       146,440      122,482      184,188   
 nd cash equivalents at end of period    $ 122,482   $ 184,188   $ 290,050   
                                 
Supplemental disclosure of non-cash investing activities:                               
   Non-monetary exchange of assets       $ 11,511   $ —   $ —   
   Capital expenditures funded by short-term notes      $ 3,179   $ —   $ —   
   Recapitalization of Hemisco funded by note payable     $ 4,380   $ —   $ —   
   
Accrued proceeds on insurance claim 
   
$ —   $ —   $ 15,582  
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Valuation Data (in millions, except per share data) 
As of September 30, 2009 (EBITDA data extrapolated as full year estimate) 
Market Price (as of 11/30/09)  $53.88  Total Assets  $49,350  
Shares Outstanding  751.2  Total Cash  $1,376  
Market Cap (MV of Equity)  $40,474  Intangible Assets  $2,703  
Add Debt  $8,163  Tangible Assets  $46,647  
Add Preferred Stock  $0  Total Liabilities  $28,010  
Add Minority Interest  $0  Book Value (BV) $21,340  
Less Excess Cash  $1,000  Tangible BV  $50,266  
Enterprise Value  $47,637  BV Per Share  $70.51  
Tangible BV Per Share  $66.91  
Net Income  $1,634  
Add Interest Expense  $517  Price/BV  1.90  
Add Income Taxes  $0  Price/Tangible BV  2.17  
Add Depreciation & Amortization  $3,993  Price/NAV  0.71  
EBITDA  $6,145  EV/EBITDA  7.75  
Price/EBITDA  6.59  
Return on Assets (ROA)  3.31%  Price/Earnings  24.76  
Return on Equity (ROE)  5.72%  
Return on Sales (ROS)  10.01%  
*ECA’s provision for future taxes was reduced, so income expense this year will be negligible 
 
 
Closing Price (11/20/09) 
 
$53.88  
Respective Discount 
to Valuation 
Net Asset Value (Market Prices) $69.56 22.54% 
Net Asset Value (Realized Prices) $76.16 29.26% 
 
 
Analyst Recommendation: BUY 
I recommend the fund buy EnCana (ECA), not outright, but in exchange for its 
position in ConocoPhillips (COP).  Even at the more conservative valuation, ECA is 
trading at a fifteen percent discount.  I believe that both the commodities’ prices 
and production levels used in my calculations are lower than they will be in 
coming quarters.  For example, expecting a rise in natural gas prices, the 
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Company cut output by about 500 million cubic feet per day in the third 
quarter.1  Regardless, only a careful qualitative study of ECA’s business conveys 
its true value.  To start, while almost every major player in the industry has 
invested in foreign markets to grow its business, ECA has developed a growth 
strategy devoid of international risk.  This is especially relevant considering 
tensions in Venezuela, Russia, the Middle East, etc have continued to worsen, 
and many companies, such as Exxon and BP, have been forced to realize losses 
on their international properties.  This along with ECA’s prudent growth 
strategies have allowed it to weather the global economic crisis better than 
many of its competitors, which have been forced to divest their assets to raise 
capital.  ECA has established its growth strategy in an otherwise mature industry 
solely through innovation.  The real value of this company falls in its intangible 
assets.  As outlined later in the report, ECA is an industry leader in developing 
new technologies to foster unconventional means of producing oil and gas in 
North America.  At a time when stricter environmental standards are being 
enforced and independence from international energy is being stressed, ECA is in 
prime position to benefit from current macroeconomic trends.  Combine these 
macroeconomic trends with the ECA’s core competencies in natural gas and oil 
production, and ECA presents a very attractive long-term investment 
opportunity. 
 
1 2009 Q3 Report 
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Idea Origination: 
I decided to investigate EnCana Corporation as a possible investment 
opportunity after discussing the energy industry with my uncle, a former director 
at ExxonMobil.  He is especially high on ECA because of its unique business 
strategy.  ECA holds large resources in natural gas and oil across North America 
that until recently were not economically feasible to extract.  Advancements in 
technology have reduced the cost of extracting the natural gas and oil, thus 
opening the resources as feasible production ventures.  Further breakthroughs in 
technology will continue to reduce the costs of extracting natural gas and oil 
from these resources, which will subsequently increase the level of ECA’s proved 
reserves.   
 
Company Description: 
EnCana Corporation is one of the largest natural gas and integrated oil 
companies in North America.  ECA owns twenty three million net acres of land in 
North America, including several emerging resource plays.2  Emerging resource 
plays are energy rich land areas where natural gas and oil extraction has only 
recently become economically feasible.  Extracting natural gas and oil from these 
regions involves sophisticated technology, and is often referred to as 
unconventional natural gas and oil properties.  ECA is committed to finding and 
hiring top engineers in the field to develop innovative technologies to advance 
2 2009 Annual Report, page 1 
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unconventional natural gas and oil production.  As such, ECA could more 
accurately be described as the leading unconventional natural gas and integrated 
oil company in North America.   
 
Business Model 
ECA operates under a value driven and innovative based business model, 
focusing on low-risk, low-cost production growth.  As previously mentioned, ECA 
is a pioneer in developing new ways of exploring and producing natural gas and 
oil.  In fact, ECA categorizes itself as an unconventional natural gas and 
integrated oil company.  In addition, because ECA has relatively few long-term 
capital commitments and a conservatively managed balance sheet, it has the 
ability to focus its resources on its most productive facilities during periods of 
low commodity prices.  This allows ECA to maintain its productivity levels even 
during periods of subdued demand.   
 
ECA is committed to methodical low risk growth.  To assure this standard is met 
sustain the resiliency of its balance sheet, ECA defines three key metrics to abide 
by:  debt to capitalization of thirty to forty percent, debt to adjusted EBITDA of 
one times or less, and expected after-tax cash flow to exceed forecasted capital 
investment.3  Due to these strict standards of value and discipline, EnCana is 
listed on the Dow Jones Sustainability Index for the World and North America for 
3 2009 Annual Report, page 6 
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ranking among the top ten percent of the 2,500 largest companies in terms of 
commitment to the principles of sustainable development.4 
 
Business Strategy 
Recognizing that conventional energy production in North America was in steady 
decline, ECA decided to focus its growth on finding and developing innovative, 
unconventional ways of producing natural gas and oil on this continent.  In 2004, 
it began selling its international assets, in favor of expanding its presence in the 
hydrocarbon-rich land bases in North America, confident that it could advance 
the technology required to unlock its value.  Here are a few brief examples, 
which depict how ECA has reduced the cost of producing natural gas through its 
innovative prowess.  First, ECA has substantially reduced the number of drilling 
locations and the surface area of its operations through horizontal drilling 
techniques, which reach farther and allow for more efficient natural gas 
production.  Further, in 2007 it began using infrared cameras to detect and fix 
leaks in its pipes too small to be seen by the human eye or sensed by gas 
detection instruments.  Finally, the Company has been able to save $1 million 
annually per rig by converting the once diesel-powered rigs to its very own bread 
and butter, natural gas.5  How’s that for smart engineering. 
 
 
4 2009 Annual Report, page 5 
5 2009 Annual Report, page 11 
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Shale  
Shale is one the primary growth sectors in North America that ECA invested in 
after leaving international markets.  The company currently owns 260,000 net 
acres of land in British Columbia and another 435,000 acres in Texas, which it 
invested in as early as 2003.6  Shale fields can refer to shale gas and oil shale.  
Shale gas plays are unconventional fields.  The fields are comprised of rock that 
is not permeable, so there are limited channels through which oil can travel.  
Analyst expect as much as 50% of the natural gas supplied to North America will 
come from shale fields by 2020.7  Oil shale is much different than shale gas, and 
will take a few decades before the potential of the market is realized.  Oil shale is 
a fine-grained sedimentary rock that contains kerogen, which, through the 
chemical process of pyrolysis, can be converted into synthetic crude oil.  
Estimates of oil shale resources vary between the equivalent of 2.8 to 3.3 trillion 
barrels, which more than doubles the world’s proven conventional oil reserves.8  
Currently, ECA is primarily involved in the production of shale gas, which still has 
an enormous upside. 
 
Bitumen 
In addition to shale gas, ECA also produces the unconventional energy source 
bitumen.  Bitumen is an extremely heavy version of crude oil, which must be 
6 2009 Annual Report, page 4 
7 www.calgaryherald.com 
8 Survey of Energy Resources 
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heated or diluted before it will flow.9  A joint venture with COP in 2007 gave ECA 
access to North American refining by pairing two of its high-quality bitumen 
properties with two of COP’s leading North American refineries: the Wood River 
refinery in Roxana, Illinois and the Borger refinery in Borger, Texas.  This helped 
EnCana establish a more reliable market for its bitumen.  EnCana and 
ConocoPhillips are currently undertaking an expansion project that will increase 
crude oil refining by nearly 20% and more than double heavy crude oil refining at 
the Wood River refinery by 2011.  The plan will also increase heavy crude 
production at the Borger refinery.  ECA’s two properties involved in the venture 
are the Foster Creek and Christina Lake projects in the eastern flank of the 
Athabasca oil sands in northeaster Alberta.10  Oil sands is synonymous with 
bitumen, and because it is heavier than normal crude, it cannot be extracted by 
conventional practices. 
 
Steam Assisted Gravity Drainage 
Oil sands can be extracted through steam assisted gravity drainage (SAGD), in 
which ECA is a technical and cost leader.  The company built and commissioned 
the world’s first commercial SAGD project in 2001 at Foster Creek in Alberta.  To 
understand the potential of this technology, consider that Northern Alberta is 
thought to contain more recoverable oil than the total reserves of Saudi 
9 Chemistry.about.com 
10 2009 Annual Report, page 13 
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Arabia.11  Although most of the recoverable oil is still too expensive to extract, 
gross production in the region has grown to about 60,000 barrels per day as of 
the end of 2008.  A key measure of a company’s success in SAGD is its steam to 
oil ratio.  ECA has achieved a ratio of 2.512, among the lowest in the industry.  
The Alberta Energy Research Institute identifies the industry average steam to oil 
ratio to be 3 and the best in class to be 2.5, which makes ECA the best in class.13  
In addition, ECA recently developed ‘wedge well technology’, enabling it to 
extract more bitumen from its SAGD operations, and increase production by 
about 500 barrels per wedge while reducing its per barrel operating costs.  The 
company is currently waiting a patent on this technology.  For more information 
on SAGD visit < http://www.energytomorrow.org/mediaroom/?id=54&type=v >. 
 
Carbon Sequestration 
Finally, ECA is also on the cutting edge of environmental innovation. ECA 
operates the largest carbon sequestration project in the world at its Weyburn 
field in Saskatchewan.  Carbon sequestration involves capturing and storing 
carbon that would normally be released into the atmosphere, then pumping it 
into oil reservoirs causing crude oil to bubble to the surface.  The cumulative 
reduction in greenhouse gas emissions at Weyburn is equal to taking about 6.7 
million cars off the road for an entire year.14 
11 www.energytomorrow.org 
12 2009 Annual Report, page 12 
13 Eipa.alberta.ca 
14 2009 Annual Report, page 12 
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Industry Analysis: 
EnCana Corporation is listed in the ‘basic materials’ sector of the Major 
Integrated Oil & Gas industry.  The Integrated Oil & Gas industry consists of 
companies engaged in the exploration, production, refinement and distribution 
of oil and gas.  Many companies in the industry have global operations.15 Of the 
many factors affecting successful operations and growth in the industry, the 
most important, the price of oil and natural gas, is farthest from ECA’s control. 
Before popping in late July 2008, ECA benefited from the commodities bubble 
that sent oil and gas prices to record levels.   After the global recession caused 
demand to plummet, crude oil futures dipped below $40/b in December 2008 
before rebounding back up over $70/b later this year.16  However, successful 
hedging practices have allowed ECA to reduce the fluctuations in revenue that 
can be caused by rapidly changing commodity prices.  In addition to the price of 
oil and natural gas, other factors affecting profitability in the industry include, 
but are not limited to, the success rate of drilled holes, exposure to unstable 
international markets, transportation costs, and technological advancements, 
which work to decrease costs and improve efficiency.17  Finally, the average price 
to earnings (P/E) for the industry is 25.1.18 
 
 
15 Markets.on.nytimes.com 
16 Seekingalpha.com  
17 Martin Lesh Interview 
18 Yahoo! Finance 
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Review of Debt: 
Over 80% of ECA’s debt is composed of long-term, fixed rate loans with an 
average remaining term of more than 14 years.  ECA only faces long-term 
maturities of $250 million and $200 million in 2009 and in 2010, respectively.  As 
of December 31, 2008 EnCana had available unused capacity under shelf 
prospectuses of up to $5.0 billion and unused committed bank credit facilities of 
$2.6 billion.  Also, as of September 30, 2009, the Company had $1.376 billion in 
cash and cash equivalents.  Both the available credit and high levels of cash allow 
ECA to sustain considerable liquidity.  Further, ECA’s conservative approach to 
expansion keeps it far from risk of default.  EnCana’s debt to capitalization ratio 
was twenty five percent and its debt to adjusted EBITDA 1.1 times at the end of 
the third quarter 2009.   
 1 – 3 Years 4 – 5 Years Thereafter Total 
Long-Term Debt 1,589 3,344 10,392 16,052 
Partnership 
Contribution Payable 
978 978 1,588 4,033 
*Partnership Contribution Payable represents the mandatory principle and interest payments 
ECA must pay to ConocoPhillips due to the creation of the Integrated Oil join venture.  
ConocoPhillips also must make relatively equal payments to ECA. 
Cenovus Notes 
ECA has currently has 3,500 of long-term debt on its balance sheet.  However, 
these notes are legal obligations of Cenovus Energy, and are not for use by ECA.  
The notes have been placed in a special escrow account held by The Bank of New 
York Mellon.  The total amounts of the loans are reported as restricted cash on 
ECA’s balance sheet.  I ignored both the liability and asset amounts related to the 
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Cenovus Notes in my calculations. The asset amount is slightly higher than the 
liability claim due to various transaction costs and deposits made.19 
 
Corporate Structure: 
Corporate Split 
On September 10th, 2009, EnCana announced plans to split the company into 
two separate entities: Cenovus Energy, an integrated oil company, and EnCana 
Corporation, an unconventional natural gas company.  Cenovus will be 
comprised of EnCana’s current Integrated Oil and Canadian Plains divisions, and 
the “new” EnCana of its current Canadian Foothills and USA divisions.  
Management contends that this move will enhance shareholder value by 
creating “two highly sustainable, independent entities, each with an ability to 
pursue and achieve greater success by employing operational strategies best 
suited to its unique assets and business plans.”20  Shareholders will receive one 
share of each entity in exchange for each share of ECA’s common stock held on 
December 7th, 2009.  More than 99% of shareholders voted in favor of the 
proposed reorganization21.   
 
 
 
19 2009 Q3 Report 
20 2009 Annual Report, page 3 
21 Nov 25th News Release 
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Board Members 
At the time of the company’s last annual shareholders meeting, there were 
fifteen members on ECA’s board of directors.  Since then, two members were 
forced to retire due to age restrictions.  Randall Eresman, CEO of ECA, is the only 
board member who is also on the company’s management team.  He is not 
compensated for his involvement with the board.  Every other board member is 
considered an independent member, meaning that they have no direct or 
indirect material relationship with the Company.  Excluding David O’Brien, the 
chairman of the board, every director received less than $500,000 in total 
compensation.  The directors each received $341,564 in share-based rewards.  
Director compensation is determined based on comparative compensation of 
directors for companies of similar size and scope.  No changes to director 
compensation have been made or recommended since 2005.  Overall 
attendance for board and committee meetings was over 98% in 2008.22 
  
Dividend Policy 
The company considers its dividends to be a fundamental part of its strategy to 
return value created to the company’s owners.  ECA has maintained a quarterly 
dividend of forty cents since the beginning of 2008, and it does not plan on 
lowering it.23  This dividend presents investors with an annual return of 2.8% 
given ECA’s most recently quoted stock price of $56.80.  Further depicting ECA’s 
22 Notice of 2009 Meeting 
23 2009 Annual Report, page 7 
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commitment to sustaining shareholder value, since 2002, ECA has repurchased 
approximately 270 million shares, or approximately 29% of shares outstanding. 
 
Valuation Method: 
EnCana Corporation (ECA) is a resource conversion company.  As such, I valued it 
by finding the net discounted cash flows of its proven natural gas and oil 
reserves.  I used a 10% discount factor in my valuation because the SEC requires 
companies to discount their reserves by that amount when reporting proved 
reserves in their financial statements.  The four main factors that affect ECA’s net 
discounted cash flow value are ECA’s reserve life, daily production, commodities 
prices, and expected expenses.  ECA only reports proved reserves in its annual 
statement.  To formulate a more recent valuation, I pulled figures for each of 
these factors from ECA’s third quarter report.  Given ECA’s innovation and the 
depressed state of commodity prices, I believed this to be a conservative 
estimate.  If ECA continues to successfully advance its technology, the value of 
these proved reserves will increase substantially.  Further, in all likelihood, 
natural gas and oil prices will rebound, which will inflate the value of ECA’s 
reserves.  ECA engages in hedging practices to offset the variance in commodity 
prices.  This has allowed ECA to recognize natural gas and oil prices higher than 
that of the respective markets.  For this reason, I found two estimates for ECA’s 
proven reserves, one reflecting its realized prices and the other current market 
prices.  Note that ECA reports proved reserves for oil and natural gas liquids 
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together.  Because natural gas liquids prices were trading at fifty six percent of 
crude oil prices in November24 and natural gas accounts for roughly twenty five 
percent of ECA’s oil and natural gas liquids segment production, I used an 
average price fitting for these factors in my market price valuation.  Below is a 
chart summarizing my valuation for ECA’s proved reserves.  I found the 
discounted cash flow value of ECA’s proved reserves by multiplying production 
per year for both segments by average sales price of the respective resource.  
Because the average life of ECA’s reserves is twelve years, I assumed that ECA 
will produce this amount every year, and I discounted the subsequent value over 
twelve years by the respective amount each year. 
E&P Estimation  2009 
Proved Reserves MBOE (12/31/08) 3,441,755 
  
NG Production per year (McF) 1,296,115 
Oil & NGL Produced per year (ths bbl) 50,735 
Reserve Life (years) 12 
  
Average Sales Price Realized Market 
Natural Gas $ 7.31 $ 5.30 
Oil and Natural Gas Liquids $ 57.39 $ 72.98 
% of Future Expenses to CF as reported 65% 
(in thousands)      
Total Discounted Cash Flow Realized Prices $ 96,782,592     
Total Future Expenses $ 62,908,685     
Net Discount Cash Flow $ 33,873,907     
      
Total Discounted Cash Flow Market Prices $ 82,606,937     
Total Future Expenses $ 53,694,509     
Net Discount Cash Flow $ 28,912,428     
24 www.investorvillage.com 
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 Valuation Data (in millions, except per share data) 
As of September 30, 2009 (EBITDA data extrapolated as full year estimate) 
Market Price (as of 11/30/09)  $13.04  Total Assets  $3,024  
Shares Outstanding  77.3  Total Cash  $93  
Market Cap (MV of Equity)  $1,007  Intangible Assets  $0  
Add Debt  $1,916  Tangible Assets  $3,024  
Add Preferred Stock  $0  Total Liabilities  $2,347  
Add Minority Interest  $0  Book Value (BV) $676  
Less Excess Cash  $50  Tangible BV  $676  
Enterprise Value  $2,874  BV Per Share  $8.75  
Tangible BV Per Share  $8.75  
Net Income  $174  
Add Interest Expense  $90  Price/BV  1.49  
Add Income Taxes  $0  Price/Tangible BV  1.49  
Add Depreciation & Amortization  $30  Price/NAV  0.39  
EBITDA  $294  EV/EBITDA  9.78  
Price/EBITDA  3.43  
Return on Assets (ROA)  5.74%  Price/Earnings  5.81  
Return on Equity (ROE)  25.68%  
Return on Sales (ROS)  65.48%  
 
 
Closing Price (11/30/09) 
 
$13.04  
Respective Discount 
to Valuation 
Net Asset Value $47.42 72.5% 
 
Analyst Recommendation:  STRONG BUY 
I strongly recommend the fund buy Ship Finance International (SFL), either in 
addition to or in exchange for its position in General Maritime Corporation 
(GMR).  As displayed above, SFL is trading at a considerable discount.  In addition, 
SFL offers a very attractive dividend return, over 9% annually given its current 
stock price.  The shipping industry has recently been suspect to some of the 
lowest rates in history, which has significantly depressed the value of stocks in 
the sector.  As with many other holdings in the fund, when construction and oil 
markets make a recovery, so too will the shipping industry.  Further, although 
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there is significant strain on the shipping industry in terms of decreased demand 
and an overabundance of vessels, SFL has locked in long-term contracts on most 
of its fleet with an average life of nearly 13 years.1  Therefore, although the 
industry is struggling, SFL has guaranteed cash flows for over a decade.  In 
addition, the unique operating structure of SFL, explained in more detail below, 
allows it to incur stable and predictable expenses, which is not common in the 
industry.  Finally, SFL is dedicated to diversifying its asset base, which is 
significantly decreasing its dependence on the oil market.  For these many 
reasons, I believe Ship Finance International meets the safe and cheap 
requirements of the fund’s investment philosophy, and as such should strongly 
be considered as a potential buy. 
 
Idea Origination: 
I began examining the shipping industry after I got wind of the historically low 
shipping rates plaguing the market.  I was convinced that the industry was 
oversold and that I could find a concrete business trading at a steep discount.  
Ship Finance International caught my eye because it was a relatively new 
company that I had not yet heard of.  After I discovered the long term charters, 
revenues and expenses, it had locked in place in an otherwise volatile industry, I 
knew it presented a truly unique investment opportunity. 
 
1 2009 Q3 Report, page 7 
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Company Description: 
Ship Finance is an international ship owning company with assets currently 
consisting of thirty three oil tankers, eight OBOs (ships that can carry either 
liquid or solids, specifically ore/bulk/oil), one drybulk carrier, eight container 
vessels, two jackup drilling rigs (mobile platform able to stand still on the sea 
floor), three ultra-deepwater drilling units, six offshore supply vessels and two 
chemical tankers.  The company has contracted to purchase five newbuilding 
container vessels estimated to be delivered in 2010.2  SFL’s diverse asset base 
allows it to operate in several segments of the shipping and offshore industry, 
including oil transportation, drybulk shipments, chemical transportation, 
container transportation, drilling rigs, and offshore supply vessels.3 
 
Assets 
Vessel Type Number Owned Est Value (ths) 
Oil Tankers 35  $2,750,543  
Chemical Tankers 2 $60,000  
OBO/ Dry Bulk Carriers 9  $501,516  
Container Vessels 13  $569,000  
Jack-up Driling Rigs 2  $420,000  
Ultra-deepwater Dill Units 3  $2,545,000  
Offshore supply vessels 6  $296,000  
 
 
Business Strategy: 
SFL’s primary objective is to reduce volatility by generating cash flows through 
medium to long term time charters and bareboat charters and to grow its 
2 2008 Annual Report, page 22 
3 2008 Annual Report, page 27 
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business through accretive acquisitions across a diverse range of marine and 
offshore assets.4  A time charter is an arrangement for hiring a boat for a fixed 
period of time instead of for a certain number of voyages.  A bareboat charter is 
an arrangement for the hiring of a boat, whereby no crew or provisions are 
included as part of the agreement.  In this arrangement, the expense of using the 
vessel is shoulder by the charterer.  For this reason, issuing bareboat charters are 
highly advantageous for SFL.  In 2008, SFL drew nearly three times more revenue 
from bareboat charters than time charters.5  In addition, the charters for its 
drybulk carrier, two jack-up drilling rigs, three ultra-deepwater drilling units, 
seven container vessels, six offshore supply vessels, two chemical tankers and 
two very large crude carriers are all on bareboat terms, again, under which the 
respective charterer bears all operating and maintenance expenses.6  As 
described in more detail below, SFL has essentially fixed all operating expenses 
of its crude oil tankers and OBOs.   
 
Since 2005, the company has diversified its asset base from two (crude oil 
tankers and OBOs) to eight different vessel types.  Over the last two years, the 
company has increased the number of vessels in its fleet from fifty four to sixty 
three.  Over that time, it also decreased the number of oil tankers in operation 
from forty one to thirty three, while adding to their stock of container vessels, 
4 2008 Annual Report, page 22 
5 2008 Annual Report, page 53 
6 2008 Annual Report page 23 
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jack-up drilling rigs, ultra-deepwater drill units.  By diversifying its vessel fleet, 
SFL reduces its reliance on the oil industry, and ultimately its risk.7 
 
Company History/ Relationship with Frontline: 
SFL was formed in 2003 as a wholly owned subsidiary of Frontline, one of the 
largest owners and operators of large crude oil tankers in the world.  In May 
2004, Frontline began a partial spin off of SFL, and as of March 2007, Frontline 
owned less than one percent of SFL.  However, SFL still regularly conducts 
business with Frontline.8  For example, SFL has entered into agreements with 
Frontline Management to provide fixed rate operation and maintenance services 
for the vessels still on time charter to the Frontline Charterers, which in turn 
charters its vessels to third parties.  Most of the vessels still on time charter are 
SFL’s oil tankers and OBOs.  These agreements enhance the predictability and 
stability of its cash flows by fixing all of the operating expenses of its crude oil 
tankers and OBOs.9  Further, Frontline has guaranteed the Fronline Charterers’ 
obligations under its charter ancillary agreements.10   
 
Market Analysis: 
OIL TANKER:  There are a series of factors that affect the demand and supply 
side of the oil tanker market.  The most significant factor is consumer demand 
7 2008 Annual Report, page 26 
8 2008 Annual Report, page 22 
9 2008 Annual Report, page 23 
10 2008 Annual Report, page 23 
[The Orange Value Fund, LLC] | For Internal Use Only  C7 
 
                                                          
                      Ship Finance International- NYSE: SFL   11/30/09 
 
for oil.  Other factors that indirectly affect the demand for oil are politics, which 
can increase the risk involved in transporting oil, and the distance between 
producers and consumers, which increases the price involved in transporting oil.  
Tanker supply is determined by the capacity of the existing global oil tanker fleet 
and fleet utilization levels.11  Due to low demand and an over-supply of tankers, 
Freight rates in the oil shipping market have fallen as low as under $10,000 per 
day compared to highs of $130,000 per day in 2008.12   
DRYBULK SHIPPING MARKET:  The demand for drybulk cargo is primarily 
dependent on the demand for steel, steel products and electricity.  SFL believes 
growth in the drybulk market is subject to the Chinese economy, the number of 
new buildings actually being delivered, and the level of scraping.  Of course, a 
turn around in construction would be very positive for SFLE.13  The state of the 
drybulk shipping industry can be reviewed by tracking the Baltic Exchange Dry 
Index.  The Index trades in close association to oil.  See note 4 for more 
information. 
THE CONTAINERSHIP MARKET:  The containership market is directly related to 
the level of international trade.  Rates are currently at historical lows, and just 
above operating costs.  However, several factors point to an imminent turn 
around in the industry.  These factors include the bottoming out of financial 
markets worldwide, increased demand from emerging countries, such as Chinese 
11 www.teekay.com 
12 www.reuters.com 
13 2008 Annual Report, page 51 
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and Indian imports, and improved consumer confidence in the United States and 
Europe.14 
THE OFFSHORE MARKET:  The activity levels in rig and drilling are tied to the oil 
and gas market.  A rebound in financial markets and oil and gas production will 
benefit SFL’s offshore vessel activities.15 
 
Financing Decisions: 
Last December, SFL filed a prospectus permitting it to sell up to 7,000,000 
common shares, correlating to just under ten percent of its current shares 
outstanding, in the open market.16  Thus far, SFL has issued 4,534,041 common 
shares in the last nine months, which has depressed the market value of its 
shares.  However, this allows SFL to give its shareholders the option to take their 
dividends as a payment or as common stock.  Further representing the value of 
SFL, over fifty percent of shareholders elected to receive their dividend payment 
as common stock in 2008.17  Finally, SFL pays an annual dividend of $0.30, which 
provides investors with a guaranteed return of over nine percent given SFL’s 
current stock price.18 
 
Board of Directors: 
Five members sit on SFL’s board of directors: Hans Aas, Kate Blankenship, Cecilie 
14 www.marsoft.com 
15 2008 Annual Report, page 52 
16 2008 Annual Report, page 20 
17 2009 Q3 Report, page 6 
18 2009 Q3 Report, page 3 
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Fredriksen, Paul Leand, and Craig Stevenson Jr.  Hans Aas serves as the Chairmen 
of the Board.  Before joining SFL, Aas worked as a banker in the international 
shipping and offshore market.  Kate Blankenship held a management position 
with SFL from October 2003 to October 2005.  She also serves as a director for 
Frontline, Golar LNG Limited, Golden Ocean, and Seadrill (all leading 
international shipping companies).  Cecilie Fredriksen is currently employed by 
Frontline Corporation, and serves as a director of several boards including Aktiv 
Kapital ASA and Golden Ocean.  Paul Leand is the Chief Executive Officer of AMA, 
an investment bank specializing in the maritime industry.  Finally, Craig 
Stevenson Jr. was the Chief Executive Officer of OMI, a shipping company, from 
1997 to 2008.  SFL’s directors have the experience and connections to provide 
valuable leadership to SFL, especially while it redefines itself as a diverse 
international shipping company.19 
 
Shareholder Information: 
Hemen Holding Ltd. and Farahead Investment Inc. own a combined 41.4% of SFL.  
Both companies are indirectly owned by John Fredriksen.  Fredriksen’s daughter, 
Cecilie Fredriksen serves as a director for the Company.  This arrangement gives 
the Fredriksen family a significant amount of control over the SFL’s operations.  
However, although this may appear to be unfavorable to potential investors, it is 
actually quite advantageous.  John Fredriksen is a self-made billionaire as an oil 
19 2008 Annual Report, page 67 
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tanker and shipping tycoon.  He also has direct and/ or indirect control over 
many of the world’s largest shipping companies, including but not limited to 
Golar LNG Limited, Golden Ocean, and Seadrill Limited.20  Another risk involved 
with SFL is its holders of record.  Currently, there are only 328 holders of record, 
putting potential investors at risk of SFL going dark.21  However, to date SFL has 
given no indication that it intends to do anything of the sort.   In fact, the 
number of shareholders of record has steadily increasing each year.  In 2008, the 
company had 292 holders of record, 291 in 2007, 231 in 2006, and 160 in 2005.   
 
Debt Review: 
At December 31, 2008 SFL and its consolidated subsidiaries had total debt 
outstanding of $2.6 billion, comprised of $449 million principal amount of 8.5% 
senior notes, $2.0 billion unfloating rate secured long term credit facilities, and 
$115 million of unsecured fixed rate debt.22  SFL paid down about $400 million of 
debt in 2009, and anticipates reducing its debt by similar levels in coming years.  
SFL can do this because it only has $234 million of capital expenditure 
commitments in the next three years.  Finally, SFL states that it will not need to 
refinance in the near future, and is in compliance with all of its bank covenants.23    
 
20 www.forbes.com 
21 2008 Annual Report, page 71 
22 2008 Annual Report, page 55 
23 2009Q3 Report, page 14 
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Valuation Method: 
Ship Finance International is comprised of several high value assets.  As such, I 
calculated a net asset value for SFL by summing estimated values for each asset 
in its fleet and subtracting total liabilities.  SFL includes reported book values for 
its drybulk carriers, container vessels, drilling rigs and units, offshore supply 
vessels, and chemical tankers.  To find the value of its Very Large Crude Carriers 
(VLCC), Suezmaxes, and Oil, Bulk, and Ore (OBO) Carriers, I used a regression 
equation calculated from recently reported sales prices in the industry, and 
including these variables: the ship’s age, whether it was a double or single hull, 
and the dead weight ton (DWT) capacity of the ship.  Following the principles of 
safe and cheap investing, I ignored the value of assets that were contracted but 
not yet in operation and discounted the subsequent net asset value up to twenty 
five percent to assure a conservative valuation of SFL.  Discounting the net asset 
value of SFL’s fleet by twenty five percent is necessary in assuring a conservative 
and accurate valuation for two reasons.  One, although SFL owns each vessel in 
its fleet, the fleet is never operating at one hundred percent utilization.  
Therefore the total value of its fleet does not precisely correlate the assets’ 
ability to generate revenue.  Second, the market for large shipping vessels and 
oil rigs and units is not very liquid, and, as the recent financial crisis displayed, an 
asset only has value if there is a market to sell it in.  
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VALUATION (ths, except per share data) 
TOTAL ASSETS (Ship Value)  $7,142,059  
   Discount 25% 
Discounted Value  $5,356,544  
10% Ownership of SeaChange Maritime  $420,977  
Cash and equivalents $92,854 
TOTAL ASSET VALUE $5,870,375 
TOTAL LIABILITIES $2,347,558 
   Adjustment of derivatives to market  $73,459  
NET ASSET VALUE $3,449,358 
NET ASSET VALUE Exc Future Vessels $3,037,358 
Common Shares Outstanding  72,743  
Est Stock Price $47.42 
Est Stock Price Exc F/V $41.75 
Current Stock Price  $13.04  
Discount to Current Price 72.5% 
Discount to Current Price Exc F/V 68.77% 
All-time High  $32.00  
Discount to All-time High 32.51% 
Discount to All-time High Exc F/V 23.36% 
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Valuation Data (in millions, except per share data) 
As of December 31, 2009 
Market Price (as of 4/21/10)  $554.3  Total Assets  $40,497  
Shares Outstanding  317.8  Total Cash  $24,485  
Market Cap (MV of Equity)  $176,141  Intangible Assets  $5,836  
Add Debt  $0  Tangible Assets  $34,661  
Add Preferred Stock  $0  Total Liabilities  $4,492  
Add Minority Interest  $0  Book Value (BV) $36,004  
Less Excess Cash  $20,000  Tangible BV  $30,168  
Enterprise Value  $156,141  BV Per Share  $113.30  
Tangible BV Per Share  $94.94  
Net Income  $6,520  
Add Interest Expense  $0  Price/BV  4.89  
Add Income Taxes  $1,861  Price/Tangible BV  5.84  
Add Depreciation & Amortization  $1,524  Price/FMEV of Equity 1.53  
EBITDA  $9,906  EV/EBITDA  15.76  
Price/EBITDA  17.78  
Return on Assets (ROA)  16.10%  Price/Earnings  27.01  
Return on Equity (ROE)  18.11%  
Return on Sales (ROS)  27.57%  
 
 
Closing Price (11/20/09) 
 
$554.30  
Respective Discount 
to Valuation 
Discounted Cash Flow Value $607.38 6.35% 
FMEV of Equity (16x Multiple) $528.81 -7.03% 
 
Analyst Recommendation: Include in watch list, 
Although Google meets every qualitative requirement set forth by the Orange 
Value Fund, without taking liberties in my forecast based on assumptions that 
could not be justifiable solely by data, its stock is not cheap by value investment 
standards, and subsequently, not an appropriate investment for the fund.  Based 
on a fixed multiple enterprise value, Google is trading at a significant premium, 
which makes sense given Google is a growth company.  Amost by definition, this 
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alone should make Google an inappropriate investment for a value investing 
fund.  However, unlike many growth companies, Google is exceptionally safe.  It 
operates with no long term debt, and has accumulated over $24 billion in cash 
and cash equivalents.  In addition, its competitive advantage has proven 
unyielding. In 2008, during the worst year of the financial crisis when overall 
advertising spend decreased for the first time in recent memory, Google’s 
revenue, which depends heavily on advertising activity, actually increased.  Yet 
despite far exceeding the Orange Value Fund’s qualifications for a safe 
investment, its inflated stock price does not guarantee investors a safety of 
principle and a satisfactory return.  Although in the following sections I describe 
a myriad of ways in which Google can and most likely will increase its revenue, 
all are still theoretical.  To account for these potential revenue sources, I broke 
Google’s ‘Other’ revenue section into advertising management services, 
hardware (including mobile phones, televisions, and electronic readers), 
business applications, and television advertising.  My forecast translated to a 
twenty five percent year over year growth rate to Google’s ‘Other’ revenue 
sector.   I could not justify growing its secondary revenue any faster than that, 
although I believe that there is a high likelihood that it will happen.  To qualify as 
an investment for the Orange Value Fund, unrecognized intrinsic value must 
exist in the current state of the business. Regardless, under the set 
circumstances, Google is not trading at a discount that promises investors safety 
of principle and a satisfactory return. 
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Idea Origination: 
While interning in Network Sales for a broadcast television company, I was 
exposed to a lot of information about the current and future states of the 
advertising industry.  Consistent in every report were two trends, mobile 
advertising is going to bloom and internet advertiser is going to continue its 
rapid growth.  Recognizing these trends, I began investigate the major players in 
internet advertiser.  Of course, Google was one of the first companies that I 
reviewed, and after scanning its competition, I decided to investigate it further.  
Not only does Google have a strong hold on Internet advertising, but it is 
aggressively expanding into other lines of advertising, such as mobile and 
television.  Further, Google is diversifying its businesses across both technology 
software and hardware, and is no longer just an Internet search engine.  
Google’s aggressive business strategies sparked my interest, and I wanted to 
discover if its growth prospects presented a promising investment opportunity. 
 
Company Description: 
Defining the Business 
Google is the largest and most popular search engine in the world.  As such, it 
generates billions of dollars and over ninety seven percent of its total revenues 
through Internet advertising.  In fact, Google’s net income in the fourth quarter 
of 2009 totaled $2 billion dollars (up from $348 million the year before), off of 
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total revenues of $6.67 billion.1  Yet, regardless of these staggering numbers, 
Google does not define itself as an advertising company.  Advertising is merely 
the necessary evil, as considered by Google's founders, Sergey Brin and 
Lawrence Page, that allows for all of Google’s amazing innovations.  In actuality, 
Google is anything and everything that can be improved by the internet.  Its cycle 
works as follows.  People originally visited Google for its extraordinary search 
engine, which attracted immense amounts of advertising dollars.  This money 
funded groundbreaking projects and improvements to the search engine that 
added value to the site, which subsequently attracted more people.  This 
increased traffic attracts even more advertising dollars, and the cycle continues 
on and on.  Right now, Google generates almost all of its advertising revenue 
from its AdWords and AdSense programs.  In the fourth quarter of 2009, these 
programs accounted for $6.46 billion of the company's $6.67 billion in revenue.2  
However, as valuable as these programs are, Google's moves into other 
advertising platforms will incite the next wave of monumental growth at the 
company.  These programs include Google Tv Ads, AdSense for Mobile, and 
Google Books, among other things.   
 
AdWords and AdSense  
 Website owners can enroll in AdSense to enable text, image, and video 
advertisements on their site.  These advertisements generate revenue either on 
1 3Q Press Release 
2 3Q Press Release 
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a pay per-click or per-impression basis.  Advertisers can sign up for spots on 
Google search results, Google owned sites, or any of Google's partner networks, 
which are those enrolled through AdSense.  In a closed auction format, 
advertisers bid on certain keywords, topics, and demographic preferences.  In 
the fourth quarter of 2009, Google's partner sites, through the AdSense program, 
generated $2.04 billion of revenue.  Of this revenue, Google paid a total of $1.47 
billion back to its partner sites.3  Compare this to Google-owned sites, which 
generated $4.42 billion in revenue in the fourth quarter of 2009, none of which 
had to be paid out to its partners.  It is clear that a majority of Google's income is 
derived from revenue generated on its site, and not on partner sites.  Further, 
Google is constantly developing innovative software, which increases its number 
of owned sites.  As I will discuss in further detail later on, this is one way in which 
Google is building long-term value for the company.  The second way Google 
plans to grow its business is by attacking traditional media in hopes of capturing 
some of the advertising pie allocated outside of the Internet platform. 
 
Google Radio Ads 
Initially, Google set its sights on radio, print, and television.  However, Google 
abandoned the programs in May, 2009, essentially giving up on its attempt to 
revolutionize the way radio and print advertisements were bought and sold.  So, 
why exactly did Google Radio Ads fail?  The reason was not a fault in strategy or 
3 3Q Press Release 
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execution as much as politics.  Google's proposed model for buying and selling 
radio advertisements makes sense and makes the system more efficient.  Instead 
of paying for spots in advance and based on a predicted audience, advertisers 
would pay for who was actually listening.  Similar to Google's online model, spots 
would be sold to the highest bidders.  The system takes out the need for so 
many middle men, from the ad agencies to stations’ sales people.  Of course, 
media buyers did not want to use the system for fear of putting themselves out 
of business, and the stations for fear of making less money.  Overall, Google 
Radio Ads, and subsequently its print program, failed for two main reasons.  One, 
Google started too high, trying to revolutionize the way major, established 
media players, like Clear Channel, buy and sell advertising when, in actuality, 
there was no reason for them to change their practices.  Their business model 
works, so why fix something that isn't broken.  Also, these big media players 
were reluctant to shift away from a relationship based system of buying and 
selling advertising, especially considering the immense amounts of money at 
stake.  Second, and maybe more importantly, Google could not track the 
effectiveness of the placed advertisements as well as its counterparts at ad 
agencies, so many advertisers could not afford to make the switch.4  However, 
that being said, I wouldn't be surprised to see Google Radio Ads reappear 
sometime in the future, but that will depend solely on the success of its TV Ads 
program. 
4 New York Times “Google Ends Its Project for Selling Radio Ads” 
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Google TV Ads 
Given the increasing convergence of television and the Internet, Google TV Ads is 
a more logical step for Google into the traditional world of advertising.  The 
model works the same way as it did for radio.  And like radio, it makes perfect 
sense, less for the large players, than for smaller advertisers and stations.  This is 
especially true given the squeeze these businesses and stations currently feel on 
their bottom lines.  With smaller amounts of money at stake, maintaining human 
relations with people on the other side of the fence is much less important.  I 
have no doubt that Google TV Ads will work for stations that cannot afford a full 
sales team and for advertisers looking to save on agency costs.  However, Google 
is presently employing a high touch, full service strategy to build a base of large, 
national stations, and this strategy is becoming increasingly successful.  Recently, 
Google made deals with CNBC, Bravo, MTV, USA, and MSNBC, to complement its 
primary deal with the Dish Network.  The new deals increased Google's reach to 
95 million households. Again, here's how the program works.  And although 
Google would like to attract the giant advertisers of the world, it is currently 
having the most success with small advertisers who would otherwise not be able 
to afford to advertise on television.  Instead of bidding on search terms, like 
advertisers would on AdWords, they bid on airtime.  Advertisers input their 
target demographic and relevant keywords (ex: hair salons input the keyword 
haircuts), then choose from the programs that match the demographic and 
shows about the keyword.  Finally, advertisers set a daily budget and a maximum 
[The Orange Value Fund, LLC] | For Internal Use Only  D 9 
 
                                                        Google NYSE: GOOG 
 
 
4/21/10 
 
CPM (cost per thousand views) price, and sit back and watch the effectiveness of 
their decisions.  Google then provides advertisers with real-time analytics 
culminated from the set-top boxes of 4 million Dish Network subscribers.  This 
information allows advertisers to immediately see the effectiveness of the time 
slots they selected.  Unlike the traditional way of buying television ads, which 
require long lead times, Google TV Ads allow advertisers to make immediate 
changes to their plan based on the information they receive.  Like most of 
Google's products, the program balances in favor of the consumer.  Advertisers 
are not charged when viewers watch less than five seconds of the commercial or 
watch it later on a DVR.  This is much less expensive than traditional television 
advertising pricing, which rates viewers and charges advertisers on a C3 basis 
(counting the number of live viewers plus viewers who watch the shows within 
three days on a DVR).5 
 
Google Television6 
In late March, Google announced that it and Intel have teamed with Sony to 
develop a platform called Google TV, which would provide an input for Internet 
service on televisions.  What does this mean?  Well, for one there will be more 
screens capable of plugging into the Internet, which means there will be more 
Internet eyeballs attracting advertising dollars.  Second, it will allow provide 
Google with synergy opportunities for YouTube and Google TV Ads. 
5 Adweek “Google Adds TiVo Data” 
6 TECHWEB “Google, Intel, Sony Plan Android TV Platform” 
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AdSense for Mobile 
Along with traditional media, Google has targeted the sister of Internet 
advertising, the mobile platform.  In the past year, Google launched a two 
pronged effort to develop its mobile advertising empire.  Google does not shy 
away from challenging its competition head on, and, with the launch of its 
Android operating system and its own Nexus One smart phone, it has done just 
that.  The theme in the latter part of this segment is the alternative revenue 
streams Google's new projects could generate in addition to advertising.  
Welcome to Google a long awaited, concrete (this may be premature) revenue 
stream outside of advertising: sales of smart phones.  And although the Nexus 
One still rates slightly below the iPhone in technological prowess, the open 
software Android operating system could potentially cover a larger user base 
than the iPhone.  These implications are more than trivial, as Google attempts to 
compete with the wonders of Apple's iPhone Apps.7  But, regardless of whether 
the Nexus and Android supported smart phones ever pose a real threat to the 
iPhone, the second side of Google's mobile advertising strategy nearly assures 
them success.  Just as Google's acquisition of DoubleClick gave the company 
direct contact with advertisers looking to buy spots online, its recent acquisition 
of AdMob (for $750 million) does just that for mobile.  What exactly does this 
mean for the company?  Introduce AdSense for Mobile, which was actually 
launched after Apple brought the iPhone to the market.  So, even if Android 
7 Advertising Age “Apple vs Google” 
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Apps never take off, Google can still win.  Think about this, in the past two years, 
Apple's portable devices, the iPhone and the iTouch, have generated over four 
billion ad requests for AdMob, accounting for nearly 36% of AdMob's total 
requests.  Fortunately for Google, the Android OS has taken off, and it too 
generates over 35% of AdMob's total requests.  Finally, here is the icing on the 
cake. 8  eMarketer predicts that advertisers will spend $3.3 billion on advertising 
in the mobile sector by 2014, up from less than three quarters billion dollars in 
2009.9 
 
Google Books 
Google is the king of information, and its search engine is the portal that gives 
the world access to the plethora of online content.  Well, why stop at online 
content if you are Google?  In 2005, Google began an effort to digitize the 
world's book in a program called, you guess it, Google Books.  Although Google 
has already made available about 10 million books online, the effort has been 
thwarted by numerous organizations, such as The Author's Guild and The Open 
Book Alliance.  Authors and publishers who have a problem with Google 
benefiting from content that not its own are missing the major benefits that the 
program provides.  Google Books breathes new life into millions of out-of-print 
books that would otherwise go forgotten.  The Authors Guild, fittingly comprised 
primarily of authors, brought about the lawsuit on the grounds of copyright 
8 Tech.fortune.cnn.com 
9 Mobilemarketingnews.wordpress.com 
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infringement, specifically in respect to out-of-print and orphaned books (those 
without any known owner).  The Open Book Alliance, on the other hand, is 
challenging the effort because of its anti-competitive implications, which can be 
interpreted as "the competitive advantage" it gives to Google.  The Open Book 
Alliance is comprised of none other than Microsoft, Amazon, and Yahoo (surprise, 
surprise).  Google is currently seeking a settlement to the lawsuit brought about 
by The Author's Guild, but is struggling to reach an agreement that satisfies all 
parties and the Department of Justice.10  Google's ultimate plan is to sell 
electronic access to digital books with the consent and participation of the 
copyright owners, which explains the issue over orphaned books.  Google will 
allow publishers to sell digital versions of their newest books directly to 
consumers, and will forward prospective consumers to sites like Amazon and 
Barnes and Noble, which could ultimately drive up sales for the online retailers.  
Google plans to pay owners/ publishers sixty three percent of digital book 
revenue and will keep thirty seven percent for itself.  As a point of comparison, 
Amazon pays Kindle authors a thirty five percent royalty.11 The majority of the 
revenue it will derive from the Google Books program will come from the 
increased online advertising platform it creates for its AdWords program.  Think 
back to the gross margins Google recognizes on owned-sites. 12 
 
10 Brand Republic News “Microsoft and Yahoo Unite with Amazon” 
11 TechWeb “Google Readies Its Book Business” 
12 Washington Times “Digital Dominance; Google Strives to Build Biggest Online Library” 
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Google Apps 
In all likelihood, the main reason Microsoft is a member of The Open Book 
Alliance probably has less to do with its stance against digitizing books as much 
as harnessing the explosive growth of its newest competitor.  Google has not 
shied away from attacking Microsoft's core businesses, and has even developed 
a suitable competitor to Microsoft's Outlook Suite in Google Applications for 
Businesses.  Contrary to Microsoft Outlook, which must be installed to the user 
companies' computers, Google Applications operates in the "clouds."  In other 
words, it runs through the Internet.  The program costs $50 per user per year, 
about half the licensing fees of Microsoft, and represents another revenue 
stream outside advertising.  Google Apps has everything that Microsoft offers, a 
mailing system, which, of course, is a version of Gmail, word processor, 
spreadsheets, and presentations, and new features such as Google Sites, for 
developing intranet web pages, and Google Video, which allows for private, 
hosted video conferencing.  However, what is holding Google back, again, may 
be that it is trying to do too much.  Google was successful in pulling General 
Electric away from rival Microsoft, but runs the risk of losing the company.  GE, 
and other companies alike, do not like that Google Apps stores all of its clients 
data on Google servers, which conflicts with computer security and accounting 
policies for these companies' secure information.  Regardless, Google Apps has 
the potential to be an incredibly powerful tool, if it can integrate the value of its 
other programs into the software.  Ultimately, stealing customers away from 
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Microsoft's well-established brand will be an uphill battle for Google, but its 
inexpensive software and the added value of its search engine, maps, etc will 
undoubtedly keep the company in the game. 
 
Google Chrome 
As for Google's Internet browser, Google Chrome, many people are now claiming 
it the portal to beat, ahead of Safari, Firefox, and Internet Explorer.  Chrome is 
acclaimed as a fast, powerful browser that can support even the most advanced 
htmls and javascripts.  Google also recently developed browser extensions, 
which, although less extensive than those of Firefox, allow users to input scripts 
that alter the way they surf the web.  For example, the Greasemonkey script 
turns web pages black in case the white background starts bothering your eyes.  
Also, Google Chrome manages each opened web page separately, so if one site 
fails, the entire browser is not forced to restart.  Unlike, the other browsers, 
Google Chrome does not have two search boxes running across the top of the 
screen, one for inputting web addresses and the other for searching the Internet.  
It accommodates both in one by figuring out what the user is trying to do.  
Currently, Google Chrome has only about a three percent market share, which 
may not seem trivial, but consider this.  Firefox, the other major web browser 
that does not come pre-installed in computers, hit the market in 2004, stole 
away unhappy Internet Explorer users, and has only little over two percent of 
the market.  In addition, Google recently developed software called Chrome 
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Frame, which is really just a steroid for Internet Explorer.  It merely increases the 
capabilities of the Internet Explorer browser, so if an Internet Explorer user 
navigates to a web page that the browser cannot support, they can be given the 
option to download the Chrome Frame to access the site.13  This, along with so 
many other Google innovations, works to increase its consumer recognition and 
user (fan) base. 
 
YouTube 
There is one obvious business line missing from this brief (believe it or not) overview of 
Google's businesses, and it may very well be America's new favorite source of 
entertainment.  Yes, I'm talking about none other than YouTube.  Streaming millions of 
videos a day costs a lot of money, and Google has yet to find a way to significantly 
monetize the site's value.  Google bought YouTube three years ago for $1.76 
billion.14  Although, YouTube’s exact cost/ revenue figures are unknown to anyone 
outside of the company, one thing is for sure.  Google has not recouped its initial 
investment.  YouTube streams nearly twenty four hours of video a minute, and doing is 
no cheap task!  Analysts forecasts for the amount of money Google spends on internet 
bandwidth, computer hardware, software, and data centers for YouTube between 
about $100 and $400 million a year.  This range is so vast because some analysts believe 
Google’s own propriety technology helps to hold YouTube’s costs down.  In April, Credit 
Suisse estimated YouTube’s revenue at $241 million, which most analysts generally 
agree with.  In that same report, Credit Suisse estimated that YouTube spends about 
13 Computerworld.com 
14 Digitaltrends.com 
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$332 million on video acquisition, advertising commissions, and general 
overhead.15  Adding these costs together and subtracting it from YouTube’s revenue, 
leaves Google with losses on YouTube ranging from about $200 to $500 million a year. 
Although YouTube still loses money for its parent company, its value is certainly there.  
At the moment it may be hidden, but before long it will be realized. 
 
Google Labs 
Now it's time for the fun part.  Earlier in the segment I wrote about Google's 
business cycle, and the additional value it creates through programs that 
supplement its search engine.  Some of these programs are well known, such as 
Google News, Google Translator, Google Maps, Google Earth, and Google Groups.  
Others are less popular, such as Picasa and Google Scholar, while others are still 
in their experimental stage.  The programs in the experimental stage are listed 
on Google Labs and include Living Stories, Google Checkout, Google Googles, 
Related Links, and City Tour.  Here's a brief description of each:16 
- Google News is an automated news aggregator.  Based on a formula similar to 
Google's PageRank, it displays stories from over 4,500 English-language sources.  
In June, 2006, Google added a News Archive feature, offering users stories dating 
back more than 200 years from some of its sources.  Beginning in 2008, Google 
has archived the entire content of the New York Times dating back to 1851 (the 
year the paper was founded). 
15 Usatoday.com 
16 Googlelabs.com 
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- Google Translator is not just another search engine translation feature.  It 
should be of no surprise that while other search engines such as Babel Fish, AOL, 
and Yahoo use the SYSTRAN program, Google uses its own translation software.  
Although the specifics of the software are, of course, unknown, it works 
something like this.  The software uses an advanced statistics model to match 
the wording of one language to the appropriate translation of the desired 
language.  Franz-Josef Och is the head of Google's machine translation 
department, and according to his studies, a usable base for the system would 
require a bilingual document of at least one million words.  Google uses a six 
language corpus (parallel collection) of twenty billion words' worth of human 
translations that it attained from the United Nations. 
- Google Maps can be defined in Google-terms as a "way of organizing the 
world's information geographically."  Google Maps is a basic web mapping 
service.  In November, 2007, Google released Google Maps for Mobile, which is a 
GPS-like service that does not require a GPS receiver.  Instead, the feature 
identifies the user's location by finding the cell site nearest to the cell phone. 
- Google Earth displays satellite images of varying resolution of every location on 
the Earth's surface.  Certain points of interest are available in 3D, such as the 
Grand Canyon and Mount Everest.  The images are not live, but rather archived 
photographs taken from satellites.  Related to Google Earth is Google Street 
View, which provides a street level view of many locations. 
- Google Groups is a service that provides discussion groups based on common 
[The Orange Value Fund, LLC] | For Internal Use Only  D 18 
 
                                                        Google NYSE: GOOG 
 
 
4/21/10 
 
interests.  Google Groups provides two distinct kinds of groups: traditional 
Usenet groups and non-Usenet groups that are more similar to mailing lists.  
Usenet groups are similar to Internet forums, and allow members to read and 
post public messages. 
- Picasa is a software download from Google that helps users organize, edit, and 
share their photos. It's free, and easy to use. 
- Google Scholar provides a search of scholarly literature across many disciplines 
and sources, including theses, books, abstracts and articles; an easy button for 
research reports. 
- The Living Stories project offers an experimental way of presenting online news, 
and is being conducted with the New York Times and the Washington Post.  The 
program summarizes news content by story and lists it in chronological order.  In 
addition, each story contains an evolving summary of current developments as 
well as a timeline of critical events.  Every time you revisit a story, the program 
summarizes articles you have read, and highlights the new ones. 
- Google Checkout is an application that simplifies the process of paying for 
goods online.  Users store their information in a Google Account, allowing them 
to purchase items quickly and easily.  Recently, Google Checkout developed a 
"gadget" that allows sites to easily create an online store simply by inputting 
their products and prices into a Google Docs spreadsheet.  This program 
provides Google with an addition revenue stream.  It charges two percent and 
twenty cents on every purchase made through Google checkout, unless the site 
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owner is an AdWords client. 
- Google Goggles is an image search engine.  If you take a picture of a book, a 
landmark, a painting, etc Google Goggles will provide you with the name and 
author of the book, the name of the landmark, and the name and artist of the 
painting.  The application is still in its infancy, so it does not work for more 
general images, such as an ice cream cone or a tree.  If you take a picture of a 
business card, Google Goggles will recognize what the person's name is, their 
address, and their phone number and input the information into your computer 
or smart phone’s contact list, if you so choose.  Most impressively, If you scan a 
city street with your phones video, Google Goggles will provide you with the 
name of the businesses and a link to access further information. 
- Related Links is far less exciting.  Given a page on an owner's site, Related Links 
provides links to other pages on the site that might be relevant to the user.  The 
program is designed to increase traffic flow within an owner's site.  Increased 
traffic flow almost always correlates to increased advertising revenue. 
- City Tour is a fun addition to Google Maps.  Given a starting address, the City 
Tour program will generate a suggested walking tour of the city. 
 
In a perfect world where logic and reason win out, Google's programs and 
innovations not only make sense, but improve the system.  However, only time 
will tell if the realities of the world will hold Google back.  Counteracting every 
revolutionary idea that Google develops will be forces of self interest coming 
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from the players negatively affected by the change.  Still, you cannot blame 
people and business for fighting for their survival or battling to keep Google from 
benefiting from their content.  Thus, the question remains, does Google have the 
energy to usurp these forces?  And, in my opinion, asking that question is like 
wondering if Saudi Arabia has the energy to power a Honda Prius. 
 
Industry: 
Competition 
Google prides itself on attacking its competition head-on, and consequently 
operates in a large range of industries.  Its recent introduction of a smartphone 
and electronic reading device prove that it is ready to compete with Apple and 
other hardware companies.  As previously mentioned, Google TV Ads indicates 
that Google is attempting to take on the traditional advertising industry.  
However, regardless of Google's future aspirations, the fact remains that Google 
generates over ninety seven percent of its revenue from Internet advertising 
sales.  Therefore, for the purposes of this research report, focusing on Internet 
advertising is sufficient.  Google's two main competitors in Internet advertising 
are Microsoft and Yahoo.  Recently, Microsoft and Yahoo joined forces as a last 
ditch attempt to temper Google's uncontrollable expansion into every corner of 
the Internet advertising community.  Yet even with the launch of Bing, these two 
Internet giants have not put a dent into Google's market share.  Google currently 
attracts 65% of the Internet search market, compared to under 12% for 
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Microsoft and under 17% for Yahoo.17   
 
Market 
The biggest concern to Google is not the activity of its opponents, but the 
activity in the world.  Google's revenue is determined by the overall advertising 
market, which is directly correlated to overall global wealth.  The more money 
firms make, the more they spend on advertising.  However, due to the increasing 
popularity and recognized benefits (better niche targeting) of advertising on the 
Internet, Google has seen its revenue increase even when the total advertising 
market does not.  In 2008, Internet advertising represented eleven percent of 
the global advertising.  That number increased to over thirteen percent in 2009, 
and is forecasted to continue to increase in coming years.  Because A is to B as B 
is to C, when the Internet advertising sector grows, so too does Google's revenue.  
Below is a chart by Forrestor Research forecasting total multimedia advertising 
spend in the United States.  Google primarily competes in display and search 
advertising, but, as previously mentioned, is making a serious push into the 
mobile universe.  I used this data as my primary source of information to 
forecast Google’s revenue in my discounted cash flow valuation.  First, I found 
the percent of total US Internet advertising spend to global Internet advertising 
spend.  Then, I increased the Forestor Research figures by the same ration to find 
estimates for global Internet advertising spend each year.  Further, Google 
17 Betanews.com 
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controls roughly sixty five percent of the search market, but "only" twelve 
percent of the market for display advertising.18  BusinessWeek reported that it 
expected Google to turn its attention to display and pick up significant market 
share, as it appears to have reached a plateau in search.  In addition, you will 
notice that although the mobile sector is forecasted to experience significant 
growth in the next five years, the total level of advertising in the sector is still too 
low to significantly impact Google’s operations.  Even if Google achieves a one 
hundred percent market share in mobile advertising, the effects will be all but 
negligible.  However, as previously mentioned, display advertising represents a 
fruitful segment for Google to expand, especially considering its ownership of 
YouTube. 
Total US Multi-Media Advertising Spend 
19 
 
18 Businessweek.com 
19 Forrestor Research “Forrestor’s Interactive Advertising Models” 
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Debt Overview: 
I can assure you that this will be the shortest, most complete analysis of any 
company's debt ever completed in an Orange Value Fund research report.  
Google has no long term debt and over $24 billion in cash and cash equivalents.  
Saying Google has a stable financial position is an understatement. 
 
Board of Directors: 
Founders Sergey Brin and Lawrence Page and CEO, Eric Schmidt, lead Google’s 
board of directors and have considerable control over the company.  Together, 
Brin, Page, and Schmidt own 68.1% of Google’s common stock. These three 
‘faces of Google’ share an altruistic desire to advance technology and a long 
term approach to growth and value creation.   They openly admit foregoing 
investor concerns in the short term in favor of long term prospects.  One reason 
they are able to do this is because of the large percentage of Google stock 
owned by the founders and other Google employees.  This allows Google to stick 
with a project, such as YouTube, which has a lot of potential, but is losing money 
in the short term.  The rest of Google’s board of directors is comprised of John 
Doerr of Kleiner Perkins Caufield & Byers, Ram Shriram of Sherpalo, John 
Hennessy of Stanford University, Paul Otellini, CEO of Intel, Shirley Tilghman, 
President of Princeton University, and Ann Mather.  Doerr and Shriram are 
considered experts in consulting and investing in high technology.  Google’s 
[The Orange Value Fund, LLC] | For Internal Use Only  D 24 
 
                                                        Google NYSE: GOOG 
 
 
4/21/10 
 
board of directors is comprised of people with experience in the financial, the 
engineering, and management side of technology companies.20 
 
Major Owners: 
Holder21 Shares % Out 
Major Direct Holders 
Lawrence Page 9,372,741 9.5 
Sergey Brin 30,494,529 29 
Kavitark Ram Shriram 29,050,280 29.6 
L. John Doerr 1,901,683 2 
5 Percent Holders22 
FMR LLC 17,613,794 7.21 
 
DCF Revenue Drivers: 
Originally, I wanted to estimate Google's revenue by finding its market share of 
Internet advertising spend, multiply it by forecasted values for the global 
Internet advertising industry, and leave it at that.  However, after studying the 
breakdown of Google's revenue by segment, specifically between sites owned by 
Google and those in its advertising network, I realized that the story is a little 
more interesting.  Google benefits from a much higher gross margin in revenue 
generated from its owned sites than from revenue generated through its partner 
network.  Over the last three years, the percentage of total revenue generate by 
Google's owned sites has been increasing with respect to revenue generated by 
its partner sites.  Therefore, I calculated total revenue by multiplying its average 
20 Investor.google.com 
21 www.envisionreports.com 
22 2010 Proxy Statement 
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market share by total global Internet advertising, but allocated a higher portion 
of total revenue to its owned sites each year.  This increased Google's income at 
a faster rate than revenue.  I believe this method of forecasting Google's revenue 
is very straightforward and conservative given the immense number of factors 
that may also push Google's revenue higher.  These factors, which I did not insert 
in my forecast due to their uncertainty, include the potential increase in global 
search market share, in domestic and global display market share, and in 
Google's new business ventures.  I attempted to forecast Google’s revenue from 
some of its new business ventures by breaking the revenue in its ‘Other’ 
segment into advertising management services, hardware (including mobile 
phones, televisions, and electronic readers), business appliances, and television 
advertising.  I applied a five percent growth rate to Google’s advertising 
management service, which I believe to be a standard for conservative estimates.  
I calculated hardware sales by finding the Nexus One’s market share of total 
global cell phone sales and applying a growth rate to Nexus One’s market share 
and total sales.  Google reported Nexus One sales at one hundred and thirty five 
thousand through its first seventy four days on the market.  Extrapolated over 
three hundred and sixty five days and total sales would be over six hundred and 
sixty thousand.  This accounts for about a .05 percent share of total cell phone 
sales.  I estimated that Google’s Nexus One share will grow by ten percent a year.  
Next, I forecasted business applications growth by calculating Google’s current 
revenue from the segment and its predicted growth.  Google reports that it 
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presently has two million businesses accounting for twenty five million 
employees using its service.  It also reports that approximately three thousand 
new businesses are signing up for its service every day.  Finally, I forecasted 
television advertising by growing its TV Ads business to account for one percent 
of total television advertising by 2014.  I estimated that Google receives five 
percent commission on all advertising business it services. 
Terminal Value (millions) 
Sum of present value of free cash flow $83,586 
WACC 8.6% 
Long term growth rate in EBIT 10% 
Present value of terminal value $67,574 
Terminal Value as percent of total value 45% 
Intrinsic (“Fair”) Value Calculation (millions, except per share) 
EV (Equity Value + Net Debt) $169,658 
- Debt $0 
          +   Cash $24,484 
Net Debt $24,484 
Equity Value (Market Capitalization) $194,143 
Diluted Shares Outstanding $319.64 
  
Fair Value per Share $607.38 
Discount/(Premium) 6.35% 
 
Fixed Multiple Enterprise Value Explanation: 
I estimated Google’s equity value by assessing Google as a going concern.  The 
purpose of assessing a company as a going concern is to estimate the ability of 
that company’s assets to generate revenue.  Google’s unique business strategy 
allows it to generate huge amounts of revenue off of relatively small total asset 
value.  In 2009, Google’s return on assets was just above sixteen percent.  
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Therefore, although most conservative fixed multiple enterprise valuations use 
multiples in a range from four to ten, I thought it more appropriate to use a 
higher multiple when valuing Google.  For the sake of formulating a thorough 
analysis, I used a range of multiples in my calculation.  Because Google’s return 
on assets was about sixteen percent in 2009, I chose that number as my highest 
multiple.  In addition, Google’s current EV/ EBITDA ratio is almost 16, and 
Yahoo’s EV/EBITDA ratio is over 16.  Both support the high multiple used in my 
valuation. 
In millions (except per share) Reported Figures as of 12/31/09 
EDITDA $9,836 
CapEx $(810) 
Adj EBITDA (minus CapEx) $9,027 
Fixed Multiple 10 12 14 16 
Fixed Multiple Enterprise Value $90,266 $108,319 $126,372 $144,426 
Long-term Debt $0 
Cash & Cash Equivalents $24,485 
FMEV of Equity $114,751 $132,804 $150,857 $168,910 
Diluted Shares Outstanding 319.42 
Current Stock Price $568.80 
Estimated Stock Price $359.25 $415.77 $472.29 $528.81 
Discount (Premium) percent (36.84) (26.90) (16.97) (7.03) 
YAHOO (in millions, except per share) 
Market Price $16.95   
Shares Outstanding 1,410   
Market Cap $23,900 Net Income $597 
Add Debt $83 Add Interest Expense $0 
Add Preferred Stock $0 Add Income Taxes $219 
Add Minority Interest $0 
Add Depreciation & 
Amortization $739 
Less Excess Cash $1,000 EBITDA $1,555 
Enterprise Value $24,983 EV/EBITDA 16 
 
 
Note 1 - Explanation of Other Forecasting Methods: 
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Income Taxes Payable:  Income taxes increased by a little over $400 million and 
$500 million in 2007 and 2008, respectively.  I decided to increased income taxes 
payable by $100 million more than last year's increase for each of the years in 
the forecast.  For example, I increased it by $600 in 2010, and so on. 
Deferred Revenue:  Deferred revenue increased by about $10 million in two of 
the past three years, so I decided to increase deferred revenue by $10 million a 
year in my forecast. 
Other Financing Activities:  Other financing activities is calculated as the sum of 
Google's net change in its marketable securities and 'other' charges.  The 'other' 
category varied greatly from year to year, but was always a negative number.  
Therefore, in my estimate, I used the average of the 'other' category from 2006-
2009.  Then, I determined that Google's net change in its marketable securities 
was very similar to the increase or decrease it reported in short-term 
investments.  Therefore, I estimated Google's net change in marketable 
securities as equivalent to its increase or decrease in short-term investments. 
Short-Term Investments:  For the past three years, Google's short-term 
investments equaled between 50% and 85% of its retained earnings.  Obviously, 
its short-term investments will fluctuate with respect to market forces that 
cannot be forecasted.  Therefore, I estimated the value of Google's short-term 
investments as 70% of its retained earnings, which was the level it was at after 
2009. 
Capital Expenditures:  Capital expenditures consistently equaled between 40% 
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and 45% of Google’s year over year increase in net sales from 2006-2009.  
Therefore, I estimated capital expenditures as 43% of my forecast for Google’s 
year over year increase in net sales. 
Accounts Receivable:  I found the average percentage of accounts receivables to net 
sales over the last four years (the numbers were within a 2% range), and used that 
number to forecast accounts receivable. 
Other Current Assets:  I found the average percentage of other current assets to net 
sales over the last four years (the numbers were within a 3% range), and used that 
number to forecast other current assets. 
Accounts Payable:  I found the average percentage of accounts payables to net sales 
over the last four years (the numbers were within a 1% range), and used that number to 
forecast accounts payable. 
Other Short-Term Liabilities:  I found the average percentage of other short-term 
liabilities to net sales over the last four years (the numbers were within a 1% range), and 
used that number to forecast other short-term liabilities. 
Depreciation:  I broke down capital expenditures into property (their land and 
buildings) and equipment (information technology assets, construction in 
progress, leasehold improvements, and furniture and fixtures) because Google 
depreciates its property using a useful life of 25 years and its equipment using a 
useful life of 4 years.  Google’s total property and equipment prior to 2006 was 
small and by 2010, the majority of Google’s property and equipment would be 
depreciated already because of the 4 year useful life it uses on its equipment, so 
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I started my estimation for Google’s depreciation with capital expenditures in 
2006.  Each year, I depreciated Google’s property and equipment and carried it 
through my estimation for depreciation in 2010 and on.  I recognized a trend 
that Google was increasing its property with respect to its equipment.  Therefore, 
I broke down my estimation for Google’s depreciation into property and 
equipment based on its most recent break down of the two categories, 25% and 
75% respectively.     
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Google Inc.  
CONSOLIDATED BALANCE SHEETS  
(In thousands, except par value per share)  
  
       
     As of December 31, 
     2008    2009 
Assets           
Current assets:           
Cash and cash equivalents    $ 8,656,672   $ 10,197,588 
Marketable securities      7,189,099     14,287,187 
Accounts receivable, net of allowance of $80,086 and $78,884      2,642,192     3,178,471 
Deferred income taxes, net      286,105     644,406 
Income taxes receivable, net      —       23,244 
Prepaid revenue share, expenses and other assets      1,404,114     836,062 
               
Total current assets      20,178,182     29,166,958 
Prepaid revenue share, expenses and other assets, non-current      433,846     416,119 
Deferred income taxes, net, non-current      —       262,611 
Non-marketable equity securities      85,160     128,977 
Property and equipment, net      5,233,843     4,844,610 
Intangible assets, net      996,690     774,938 
Goodwill      4,839,854     4,902,565 
               
Total assets    $ 31,767,575   $ 40,496,778 
               
Liabilities and Stockholders’ Equity           
Current liabilities:           
Accounts payable    $ 178,004   $ 215,867 
Accrued compensation and benefits      811,643     982,482 
Accrued expenses and other current liabilities      480,263     570,080 
Accrued revenue share      532,547     693,958 
Deferred revenue      218,084     285,080 
Incomes taxes payable, net      81,549     —   
               
Total current liabilities      2,302,090     2,747,467 
Deferred revenue, non-current      29,818     41,618 
Income taxes payable, net, non-current      890,115     1,392,468 
Deferred income taxes, net, non-current      12,515     —   
Other long-term liabilities      294,175     311,001 
Commitments and contingencies           
Stockholders’ equity:           
Convertible preferred stock, $0.001 par value, 100,000 shares authorized; no shares issued and 
outstanding      —       —   
Class A and Class B common stock, $0.001 par value per share: 9,000,000 shares authorized; 
315,114 (Class A 240,073, Class B 75,041) and par value of $315 (Class A $240, Class B $75) 
and 317,772 (Class A 243,611, Class B 74,161) and par value of $318 (Class A $244, Class B 
$74) shares issued and outstanding, excluding 26 and zero Class A shares subject to 
repurchase at December 31, 2008 and 2009      315     318 
Additional paid-in capital      14,450,338     15,816,738 
Accumulated other comprehensive income      226,579     105,090 
Retained earnings      13,561,630     20,082,078 
               
Total stockholders’ equity      28,238,862     36,004,224 
               
Total liabilities and stockholders’ equity    $ 31,767,575   $ 40,496,778 
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CONSOLIDATED STATEMENTS OF INCOME  
(In thousands, except per share amounts)  
  
           
     Year Ended December 31, 
     2007    2008     2009 
Revenues    $ 16,593,986   $ 21,795,550     $ 23,650,563 
Costs and expenses:                
Cost of revenues (including stock-based compensation expense of $22,335, 
$41,340, $47,051)      6,649,085     8,621,506       8,844,115 
Research and development (including stock-based compensation expense 
of $569,797, $732,418, $725,342)      2,119,985     2,793,192       2,843,027 
Sales and marketing (including stock-based compensation expense of 
$131,638, $206,020, $231,019)      1,461,266     1,946,244       1,983,941 
General and administrative (including stock-based compensation expense of 
$144,876, $139,988, $160,642)      1,279,250     1,802,639       1,667,294 
                       
Total costs and expenses      11,509,586     15,163,581       15,338,377 
                       
Income from operations      5,084,400     6,631,969       8,312,186 
Impairment of equity investments      —       (1,094,757 )      —   
Interest income and other, net      589,580     316,384       69,003 
                       
Income before income taxes      5,673,980     5,853,596       8,381,189 
Provision for income taxes      1,470,260     1,626,738       1,860,741 
                       
Net income    $ 4,203,720   $ 4,226,858     $ 6,520,448 
                       
Net income per share of Class A and Class B common stock:                
Basic    $ 13.53   $ 13.46     $ 20.62 
                       
Diluted    $ 13.29   $ 13.31     $ 20.41 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
             
     Year Ended December 31,   
     2007     2008     2009   
Operating activities                 
Net income    $ 4,203,720     $ 4,226,858     $ 6,520,448   
Adjustments:                 
Depreciation and amortization of property and equipment      807,743       1,212,237       1,240,030   
Amortization of intangible and other assets      159,915       287,650       284,278   
Stock-based compensation expense      868,646       1,119,766       1,164,054   
Excess tax benefits from stock-based award activities      (379,206 )     (159,088 )     (90,271 )  
Deferred income taxes      (164,212 )     (224,645 )     (268,060 )  
Impairment of equity investments      —         1,094,757       —     
Other      (39,741 )     (31,910 )     (20,268 )  
Changes in assets and liabilities, net of effects of acquisitions and divestiture:                 
Accounts receivable      (837,247 )     (334,464 )     (504,039 )  
Income taxes, net      744,802       626,027       217,476   
Prepaid revenue share, expenses and other assets      (298,689 )     (147,132 )     262,035   
Accounts payable      70,135       (211,539 )     33,642   
Accrued expenses and other liabilities      418,905       338,907       243,138   
Accrued revenue share      150,310       14,000       157,669   
Deferred revenue      70,329       41,433       76,066   
                          
Net cash provided by operating activities      5,775,410       7,852,857       9,316,198   
                          
Investing activities                 
Purchases of property and equipment      (2,402,840 )     (2,358,461 )     (809,888 )  
Purchases of marketable securities      (15,997,060 )     (15,356,304 )     (29,139,065 )  
Maturities and sales of marketable securities      15,659,473       15,762,796       22,102,867   
Investments in non-marketable equity securities      (34,511 )     (47,154 )     (65,095 )  
Acquisitions, net of cash acquired and proceeds received from divestiture, and 
purchases of intangible and other assets      (906,651 )     (3,320,299 )     (108,024 )  
                          
Net cash used in investing activities      (3,681,589 )     (5,319,422 )     (8,019,205 )  
                          
Financing activities                 
Net proceeds (payments) from stock-based award activities      23,861       (71,521 )     143,141   
Excess tax benefits from stock-based award activities      379,206       159,088       90,271   
                          
Net cash provided by financing activities      403,067       87,567       233,412   
                          
Effect of exchange rate changes on cash and cash equivalents      40,034       (45,923 )     10,511   
                          
Net increase in cash and cash equivalents      2,536,922       2,575,079       1,540,916   
Cash and cash equivalents at beginning of year      3,544,671       6,081,593       8,656,672   
                          
Cash and cash equivalents at end of year    $ 6,081,593     $ 8,656,672     $ 10,197,588   
                          
Supplemental disclosures of cash flow information                 
Cash paid for taxes    $ 882,688     $ 1,223,985     $ 1,895,966 
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Google, Inc. Discounted Cash Flow Model
Discounted Cash Flow (DCF) Valuation Terminal Year
Fiscal Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
In millions
Net Sales 10,604.92$      16,593.99$            21,795.55$       23,650.56$       27,466.55$      32,635.96$       38,595.15$         45,346.92$        52,586.51$        57,845.16$        63,629.68$        69,992.65$      76,991.91$            
% Growth 0.56$                     0.31$               0.09$               0.16$               0.19$                0.18$                  0.17$                0.16$                 0.10$                0.10$                0.10$               0.10$                    
EBITDA 4,121.94$        6,052.06$              8,131.86$         9,836.49$         11,172.70$      13,073.86$       15,431.06$         18,397.30$        21,523.40$        23,423.72$        25,766.09$        28,342.70$      31,176.97$            34,294.66$         
% Growth 0.47$                     0.34$               0.21$               0.14$               0.17$                0.18$                  0.19$                0.17$                 0.09$                0.10$                0.10$               0.10$                    10%
% Margin 0.39$               0.36$                     0.37$               0.42$               0.41$               0.40$                0.40$                  0.41$                0.41$                 0.40$                0.40$                0.40$               0.40$                    
Operating profit (EBIT) 3,550.00$        5,084.40$              6,631.97$         8,312.18$         9,819.87$        11,756.67$       13,990.80$         16,530.62$        19,284.82$        21,089.65$        23,198.61$        25,518.47$      28,070.32$            30,877.35$         
% Growth 0.43$                     0.30$               0.25$               0.18$               0.20$                0.19$                  0.18$                0.17$                 0.09$                0.10$                0.10$               0.10$                    10%
% Margin 0.33$               0.31$                     0.30$               0.35$               0.36$               0.36$                0.36$                  0.36$                0.37$                 0.36$                0.36$                0.36$               0.36$                    
Tax rate 0.08$               0.11$                     0.09$               0.09$               0.07$               0.08$                0.08$                  0.08$                0.08$                 0.08$                0.08$                0.08$               0.08$                    0.08$                  
NOPAT 3,270.48$        4,524.26$              6,048.13$         7,575.71$         9,086.95$        10,831.70$       12,890.05$         15,230.05$        17,767.56$        19,430.39$        21,373.43$        23,510.77$      25,861.85$            28,448.03$         
Depreciation and amortization 494.43$           807.74$                 1,212.24$         1,240.03$         1,122.83$        1,134.80$         1,299.56$           1,757.71$          2,129.61$          2,177.49$          2,395.24$          2,634.77$        2,898.24$             2,898.24$           
% Growth 0.63$                     0.50$               0.02$               (0.09)$              0.01$                0.15$                  0.35$                0.21$                 0.06$                0.06$                0.06$               0.06$                    
% Margin 0.05$               0.05$                     0.06$               0.05$               0.04$               0.03$                0.03$                  0.04$                0.04$                 0.04$                0.04$                0.04$               0.04$                    0.04$                  
Change in WC providing/(requiring) cash 269.91$           543.58$                 995.40$            (95.61)$            154.51$           392.27$            453.60$              514.99$            551.83$             581.69$            458.36$            504.20$           554.62$                554.62$              
Operating Cash Flows 4,034.81$        5,875.58$              8,255.76$         8,720.13$         10,364.29$      12,358.77$       14,643.21$         17,502.75$        20,449.00$        22,189.58$        24,227.03$        26,649.73$      29,314.71$            31,900.89$         
Capex - Additions to PP&E (1,902.80)$       (2,402.84)$             (2,358.46)$        (809.89)$          (1,165.76)$       (2,125.30)$        (2,457.55)$          (2,790.14)$        (2,989.77)$         (3,543.75)$        (3,898.12)$        (4,287.93)$       (4,716.73)$            (4,716.73)$          
Capex/D&A 3.85$               2.97$                     1.95$               0.65$               1.04$               1.87$                1.89$                  1.59$                1.40$                 1.63$                1.63$                1.63$               1.63$                    
Capex % of sales 0.18$               0.14$                     0.11$               0.03$               0.04$               0.07$                0.06$                  0.06$                0.06$                 0.06$                0.06$                0.06$               0.06$                    
Unlevered FCF 2,132.01$        3,472.74$              5,897.30$         7,910.24$         9,198.52$        10,233.47$       12,185.67$         14,712.61$        17,459.23$        18,645.83$        20,328.91$        22,361.80$      24,597.98$            27,184.17$         
Discount Rate (WACC)   9% 9% 9% 9% 9% 9% 9% 9% 9% 9%
Projection Year 1.00 2.00 3.00 4.00 5.00 6.00 7.00 8.00 9.00 10.00$                
Discount Factor 1/((1+WACC)^Projection Year) 0.92 0.85 0.78 0.72 0.66 0.61 0.56 0.52 0.47 0.44
Present Value of Free Cash Flows (Unlevered FCF) 8,467.91$        8,672.40$         9,506.56$           10,566.27$        11,542.91$        11,348.28$        11,389.91$        11,533.77$      11,679.44$            
Yoy % change in FCF 2% 10% 11% 9% -2% 0% 1% 1%
Long term sales growth 10% Current Share Price 568.80$              
Operating Leverage in LT Projections (if any) 0.00 D a te o f Share C oun t 40,178.00$         
Long term growth rate in EBIT 10% Source o f share coun t 2009 10K
Discount Rate (WACC) Worksheet Basic Shares Outstanding 315.11                
Public Market Price/Share 568.80$                 Fully Diluted Shares Outstanding 319.64                
Diluted Shares O/S 319.64$                 
Public Market Capitalization 181,810.09$           Sum of PV of FCF (8 years) 94,707.45$         
Debt 2010A -$                       WACC 8.6%
Cash 2010A 24,484.78$            Terminal Year EBITDA (2019) 34,294.66$         
Net Debt 2010A 24,484.78$            Exit multiple of EBITDA Terminal Year 5.00
Public Market Enterprise Value 206,294.87$           Terminal Year FMEV 171,473.32$       
Discount Factor 0.44
E/(D+E) @ Public Mkt Value 88% Present Value of Terminal FMEV 74,950.93$         
D/(D+E) @ Public Mkt Value 12% % of Enterprise Value 44%
DCF Enterprise Value 169,658.38$       
Avg. Pretax Int.Exp. (Annual.) 2010A 0.00
Marginal Tax Rate 38% DCF EV (Equity Value + Net Debt) 169,658.38$       
- Debt -$                   
Cost of Equity= rf+beta( Rm-Rf) 10% + Cash 24,484.78$         
Risk Free rate: Rf 4% Net Debt 24,484.78$         
Unlevered Beta 0.80 Equity Value (Market Capitalization) 194,143.16$       
Risk premium (Rm-Rf) 7% Diluted Shares O/S 319.64                
Fair Value Per Share 607.38$              
WACC=E/(D+E)* Re+ D/(D+E)*Rd(1-T) 9% Discount/ (Premium) 6.35%
Assumptions
Long Term Forward Estimates
Intrinsic ("Fair") Value Calculation
Terminal Value
Calculation of DilutedShares/Options Outstanding
Forward Estimates
Page 1
Google, Inc. Fixed Multiple Enterprise Value
Fixed Multiple Enterprise Value Calculation
In millions
EBITDA 9,836.49$                        
CapEx (809.89)$                         
EBITDA - CapEx 9,026.60$                        
Fixed Multiple 10 12 14 16
FMEV 90,266.03$                      108,319.24$   126,372.44$   144,425.65$   
Long-Term Liabilities -$                                
Cash and Cash Equivalents 24,484.78$                      
Net Asset Value 114,750.81$                    132,804.02$   150,857.22$   168,910.43$   
Diluted Shares Outstanding 319.42$                           
Stock Price 568.80$                           
Est. Stock Price 359.25$                           415.77$          472.29$          528.81$          
Discount/ (Premium) 36.84% 26.90% 16.97% 7.03%
2009
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Google, Inc. Sales Growth
In millions
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Revenue 6,138.6$    10,604.9$  16,594.0$      21,795.6$      23,650.6$       27,466.6$                32,636.0$             38,595.2$      45,346.9$        52,586.5$        
   Internet Search Engine Advertising Revenue 6,065.0$    10,492.6$  16,412.6$      21,128.5$      22,888.8$       26,366.0$                31,316.5$             37,040.9$      43,540.1$        50,504.2$        
           Percent Total 98.80% 98.94% 98.91% 96.94% 96.78% 95.99% 95.96% 95.97% 96.02% 96.04%
      Google Web Sites 3,377.1$    6,332.8$    10,624.7$      14,413.8$      15,722.5$       18,354.5$                21,922.0$             26,058.6$      30,774.4$        35,869.7$        
           Percent Total 55.01% 59.72% 64.03% 66.13% 66.48% 66.82% 67.17% 67.52% 67.86% 68.21%
4.70% 4.31% 2.10% 0.35% 0.35% 0.35% 0.35% 0.35% 0.35%
      Google Network Web Sites 2,687.9$    4,159.8$    5,787.9$        6,714.7$        7,166.3$         8,011.6$                 9,394.5$               10,982.3$      12,765.7$        14,634.5$        
           Percent Total 43.79% 39.23% 34.88% 30.81% 30.30% 29.17% 28.79% 28.46% 28.15% 27.83%
-4.56% -4.35% -4.07% -0.51% -1.13% -0.38% -0.33% -0.30% -0.32%
   Licensing & Other Revenue 73.6$         112.3$       181.4$           667.1$           761.8$           1,100.5$                 1,319.4$               1,554.2$        1,806.9$          2,082.3$          
           Percent Total 1.20% 1.06% 1.09% 3.06% 3.22% 4.01% 4.04% 4.03% 3.98% 3.96%
          Advertising Management 423.83$          445.02$                  467.27$                490.63$         515.16$           540.92$           
          Google TV Ads 44.10$           52.22$                    63.14$                  77.22$           93.51$             113.23$           
          Hardware 43.88$           216.41$                  265.28$                325.74$         400.69$           493.80$           
          Business Applications 250.00$          386.88$                  523.75$                660.63$         797.50$           934.38$           
Cost of Revenue
       Google Web Sites 1,715.2$        2,682.5$        2,674.7$         3,167.1$                 3,782.7$               4,496.5$        5,310.2$          6,189.4$          
       Google Network Web Sites 4,933.9$        5,939.0$        6,169.4$         6,937.5$                 8,135.1$               9,510.0$        11,054.3$        12,672.6$        
       Research and Development 2,120.0$        2,793.2$        2,843.0$         3,301.7$                 3,923.1$               4,639.5$        5,451.1$          6,321.3$          
       Sales and Marketing 1,461.3$        1,946.2$        1,983.9$         2,304.0$                 2,737.6$               3,237.5$        3,803.9$          4,411.2$          
       General and Administrative 1,279.3$        1,802.6$        1,667.3$         1,936.3$                 2,300.7$               2,720.8$        3,196.8$          3,707.2$          
Total 11,509.7$      15,163.5$      15,338.3$       17,646.7$                20,879.3$             24,604.4$      28,816.3$        33,301.7$        
Cost of Revenue as Percent of Total Revenue
       Google Web Sites 10% 12% 11% 12% 12% 12% 12% 12%
       Google Network Web Sites 30% 27% 26% 25% 25% 25% 24% 24%
       Research and Development 13% 13% 12% 12% 12% 12% 12% 12%
       Sales and Marketing 9% 9% 8% 8% 8% 8% 8% 8%
       General and Administrative 8% 8% 7% 7% 7% 7% 7% 7%
Total 69% 70% 65% 64% 64% 64% 64% 63%
Gross Margins
        Google Web Sites 83.9% 81.4% 83.0% 82.7% 82.7% 82.7% 82.7% 82.7%
        Google Network Web Sites 14.8% 11.6% 13.9% 13.4% 13.4% 13.4% 13.4% 13.4%
Global Advertising ######### 465,200.0$    456,900.0$    447,700.0$     456,400.0$              475122.4 500293.4 526808.9 554729.8
Internet % 11.00% 13.08% 14.24% 14.90%
Total Internet 50,259.0$      58,558.6$       65,000.0$                77,204.4$             91,316.8$      107,339.0$      124,507.6$      
Google Market Share 42.04% 39.09% 40.56% 40.56% 40.56% 40.56% 40.56%
US Internet Advertising 25,557.0$       29,012.0$                34,077.0$             40,306.0$      47,378.0$        54,956.0$        
% World 43.64% 44.63% 44.14% 44.14% 44.14% 44.14%
Google TV Ads estimate market share 0.5% 0.6% 0.7% 0.8% 0.9% 1.0%
Google TV Ads service fee 0.05
Television advertising percent of total advertising 39.4% 39.8% 40.2% 40.6% 40.6% 40.6%
Total television advertising 176,394$      181,620$              190,961$           203,088$     213,852$       225,186$       
Average sales price Nexus One 250
Nexus One total sales 135000 665878 797840 955953 1145400 1372391
World cell phone sales 1214018600 1322371200 1440394398 1568951307 1708982072 1861510749
Growth in cell phone sales per year 9%
Nexus One market share 0.05% 0.000553904 0.00060929 0.000670223 0.000737246
Nexus One market share growth 0.1
Increase in sales due to other hardware segments 0.3 0.3 0.33 0.363 0.3993 0.43923
Growth in sales of other hardware segments 0.1
Companies with Google Business Apps 2000000 3095000 4190000 5285000 6380000 7475000
Growth per year (3000 per day) 1095000
Employees per company 2.5 2.5 2.5 2.5 2.5 2.5
Price per employee 50.00             50.00                      50.00                    50.00            50.00               50.00               
Sales Forecast
Forecast PeriodHistorical Period
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Google, Inc. Income Statement
Income Statement
In millions FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Revenue 3,189.22$            6,138.56$    10,604.92$  16,593.99$  21,795.55$  23,650.56$  27,466.55$    32,635.96$    38,595.15$    45,346.92$    52,586.51$    
  - Cost of Revenue 1,457.65$            2,571.51$    4,225.03$    6,649.09$    8,621.51$    8,844.12$    10,104.67$    11,917.81$    14,006.54$    16,364.52$    18,862.00$    
Gross Profit 1,731.57$            3,567.05$    6,379.89$    9,944.91$    13,174.04$  14,806.45$  17,361.89$       20,718.15$      24,588.61$       28,982.39$       33,724.51$      
  - Selling, General & Admin Expense 890.38$              1,459.77$    2,829.89$    4,860.50$    6,542.08$    6,494.26$    7,542.02$      8,961.48$      10,597.81$    12,451.77$    14,439.69$    
Operating Income 841.19$              2,107.28$    3,550.00$    5,084.40$    6,631.97$    8,312.18$    9,819.87$        11,756.67$      13,990.80$       16,530.62$       19,284.82$      
  - Interest Expense 0.86$                  0.78$           0.26$           1.20$           -$             -$             -$               -$               -$               -$               -$              
  - Net Non-Operating Losses (Gains) 190.10$              (35.18)$        (461.30)$      (590.78)$      778.37$       (69.00)$        
Pretax Income 650.23$              2,141.68$    4,011.04$    5,673.98$    5,853.60$    8,381.19$    9,819.87$        11,756.67$      13,990.80$       16,530.62$       19,284.82$      
  - Income Tax Expense 251.12$              676.28$       933.59$       1,470.26$    1,626.74$    1,860.74$    2,160.97$      2,567.68$      3,036.53$      3,567.73$      4,137.32$      
Net Income 399.12$              1,465.40$    3,077.45$    4,203.72$    4,226.86$    6,520.45$    7,658.90$        9,188.99$        10,954.27$       12,962.89$       15,147.50$      
Basic EPS Before Abnormal Items 3.54$                  6.03$           9.65$           13.53$         16.87$         -$             23.99$             28.52$             33.70$             39.52$             45.77$            
Basic EPS 2.07$                  5.31$           10.21$         13.53$         13.46$         20.62$         
Basic Weighted Avg Shares 193.18$              275.84$       301.40$       310.81$       313.96$       316.22$       319.23$         322.16$         325.08$         328.01$         330.93$         
Diluted EPS Before Abnormal Items 2.51$                  5.70$           9.40$           10.61$         16.68$         -$             23.07$           27.43$           32.42$           38.03$           44.07$           
Diluted EPS 1.46$                  5.02$           9.94$           10.61$         13.31$         20.41$         
Diluted Weighted Avg Shares 272.78$              291.87$       309.55$       396.30$       317.51$       319.42$       332.05$         334.97$         337.90$         340.82$         343.75$         
EBITDA 989.67$              2,401.09$    4,121.94$    6,052.06$    8,131.86$    9,836.49$    11,172.70$       13,073.86$      15,431.06$       18,397.30$       21,523.40$      
Income Tax Percentage 8% 11% 9% 9% 7% 8% 8% 8% 8% 8% 8%
Return on Assets 12.05% 14.27% 16.66% 16.59% 13.31% 16.10% 14.83% 14.35% 13.98% 13.67% 13.32%
Return on Equity 13.63% 15.56% 18.06% 18.53% 14.97% 18.11% 16.56% 16.02% 15.60% 15.23% 14.82%
Gross Margin 54.29% 58.11% 60.16% 59.93% 60.44% 62.61% 63.21% 63.48% 63.71% 63.91% 64.13%
Operating Margin 26.38% 34.33% 33.48% 30.64% 30.43% 35.15% 35.75% 36.02% 36.25% 36.45% 36.67%
Profit Margin 12.51% 23.87% 29.02% 25.33% 19.39% 27.57% 27.88% 28.16% 28.38% 28.59% 28.80%
Sales Growth 92.48% 72.76% 56.47% 31.35% 8.51% 16.13% 18.82% 18.26% 17.49% 15.96%
Historical Period Forecast Period
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Google, Inc. Balance Sheet
Balance Sheeet
In millions
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Assets
  + Cash & Near Cash Items 3,877.17$        3,544.67$          6,081.59$           8,656.67$          10,197.59$         13,272.12$         15,624.53$        18,303.00$         21,684.35$         25,900.36$           
  + Short-Term Investments 4,157.07$        7,699.24$          8,137.02$           7,189.10$          14,287.19$         19,432.91$         25,835.67$        33,468.47$         42,500.83$         53,055.41$           
  + Accounts & Notes Receivable 687.98$          1,322.34$          2,162.52$           2,642.19$          3,178.47$           3,543.41$           4,208.72$          4,978.04$           5,851.48$           6,787.41$             
  + Other Current Assets 278.85$          473.59$             908.00$              1,690.22$          1,503.71$           1,600.03$           1,900.45$          2,247.84$           2,642.24$           3,064.86$             
Total Current Assets 9,001.07$        13,039.85$        17,289.14$         20,178.18$        29,166.96$         37,848.47$         47,569.38$        58,997.35$         72,678.90$         88,808.04$           
  + Long-Term Investments -$                1,031.85$          1,059.69$           85.16$               128.98$              
    + Gross Fixed Assets 1,417.43$        3,289.59$          5,519.91$           7,576.34$          8,130.13$           9,295.90$           11,421.19$        13,878.74$         16,668.88$         19,658.65$           
    + Accumulated Depreciation (455.68)$         (894.36)$            (1,480.65)$          (2,342.50)$         (3,285.52)$          (4,408.35)$          (5,543.16)$         (6,842.72)$          (8,600.43)$          (10,730.04)$          
  + Net Fixed Assets 961.75$          2,395.24$          4,039.26$           5,233.84$          4,844.61$           4,887.50$           5,877.99$          7,035.98$           8,068.40$           8,928.56$             
  + Other Long-Term Assets 308.99$          2,006.42$          2,947.71$           6,270.39$          6,356.23$           8,903.34$           10,572.50$        12,312.65$         14,113.75$         15,968.61$           
Total Long-Term Assets 1,270.74$        5,433.50$          8,046.67$           11,589.39$        11,329.82$         13,790.84$         16,450.49$        19,348.63$         22,182.15$         24,897.17$           
Total Assets 10,271.81$      18,473.35$        25,335.81$         31,767.58$        40,496.78$         51,639.31$         64,019.87$        78,345.98$         94,861.04$         113,705.20$         
Liabilities & Shareholders' Equity
  + Accounts Payable 115.58$          211.17$             282.11$              178.00$             215.87$              365.96$              434.67$             514.12$              604.33$              700.99$                
  + Short-Term Borrowings -$                -$                   -$                   -$                   -$                   
  + Other Short-Term Liabilities 629.81$          1,093.42$          1,753.50$           2,124.09$          2,531.60$           2,688.26$           3,193.00$          3,776.66$           4,439.30$           5,149.36$             
Total Current Liabilities 745.38$          1,304.59$          2,035.60$           2,302.09$          2,747.47$           3,054.22$           3,627.68$          4,290.78$           5,043.64$           5,850.35$             
  + Long-Term Borrowings -$                -$                   -$                   -$                   -$                   
  + Other Long-Term Liabilities 107.47$          128.92$             610.53$              1,226.62$          1,745.09$           2,348.05$           3,041.62$          3,825.81$           4,700.60$           5,666.00$             
Total Long-Term Liabilities 107.47$          128.92$             610.53$              1,226.62$          1,745.09$           2,348.05$           3,041.62$          3,825.81$           4,700.60$           5,666.00$             
Total Liabilities 852.86$          1,433.51$          2,646.13$           3,528.71$          4,492.55$           5,402.27$           6,669.30$          8,116.59$           9,744.24$           11,516.36$           
  + Total Preferred Equity -$                -$                   -$                   -$                   -$                   
  + Minority Interest -$                -$                   -$                   -$                   -$                   
  + Share Capital & APIC 7,478.09$        11,883.21$        13,241.53$         14,450.65$        15,817.06$         18,347.72$         20,272.26$        22,196.80$         24,121.34$         26,045.88$           
  + Retained Earings & Other 1,940.87$        5,156.63$          9,448.15$           13,788.21$        20,187.17$         27,889.32$         37,078.31$        48,032.58$         60,995.47$         76,142.97$           
Total Shareholders' Equity 9,418.96$        17,039.84$        22,689.68$         28,238.86$        36,004.23$         46,237.05$         57,350.57$        70,229.38$         85,116.81$         102,188.85$         
Total Liabilities & Equity 10,271.81$      18,473.35$        25,335.80$         31,767.57$        40,496.78$         51,639.31$         64,019.87$        78,345.98$         94,861.04$         113,705.20$         
Shares Outstanding 293.027 308.997 312.917 315.114 317.772 320.697 323.622 326.547 329.472 332.397
Book Value per Share 32.14 55.15 72.51 89.61 113.30 144.18 177.21 215.07 258.34 307.43
Net Debt -7296.97 -10021.57 -11854.59 -12495.06 -20208.09 -27668.73 -35225.58 -44169.00 -55045.28 -68140.41
Net Debt to Equity -77.47% -58.81% -52.25% -44.25% -56.13% -59.84% -61.42% -62.89% -64.67% -66.68%
Current Ratio 12.08 10.00 8.49 8.77 10.62 12.39 13.11 13.75 14.41 15.18
Ratio ST Inv to RE 214% 149% 86% 52% 71% 70% 64% 68% 67% 67%
Other Long-Term Liabilities
     Deferred Revenue 20.01$               30.25$                29.82$               41.62$                51.62$                61.62$               71.62$                81.62$                91.62$                  
     Income Taxes Payable 478.37$              890.12$             1,392.47$           1,985.43$           2,669.00$          3,443.19$           4,307.98$           5,263.38$             
     Deferred Income Taxes 40.42$               12.52$               
     Other 68.50$               101.90$              294.18$             311.00$              311.00$              311.00$             311.00$              311.00$              311.00$                
     Total 128.92$             610.53$              1,226.62$          1,745.09$           2,348.05$           3,041.62$          3,825.81$           4,700.60$           5,666.00$             
Increase
     Deferred Revenue 10.24$                (0.43)$                11.80$                
     Income Taxes Payable 411.74$             502.35$              592.96$              683.57$             774.18$              864.79$              955.40$                
Historical Period Forecast Period
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Google, Inc. Cash Flow
Cash Flow
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
  + Net Income 399.12$       1,465.40$     3,077.45$    4,203.72$    4,226.86$    6,520.45$    7,658.90$    9,188.99$     10,954.27$    12,962.89$    15,147.50$    
  + Depreciation & Amortization 148.47$       293.81$        571.94$       967.66$       1,499.89$    1,524.31$    1,352.84$    1,317.20$     1,440.26$      1,866.68$      2,238.58$      
  + Other Non-Cash Adjustments 682.66$       656.47$        28.14$         285.49$       1,798.88$    785.46$       956.61$       956.61$        956.61$         956.61$         956.61$         
  + Changes in Non-Cash Capital (253.21)$      43.74$          (97.02)$        318.55$       327.23$       485.99$       377.25$       377.25$        377.25$         377.25$         377.25$         
Cash From Operating Activities 977.04$       2,459.42$     3,580.51$    5,775.41$    7,852.86$    9,316.20$    10,345.60$  11,840.05$   13,728.39$    16,163.43$    18,719.94$    
  + Capital Expenditures (319.00)$      (838.22)$       (1,902.80)$   (2,402.84)$   (2,358.46)$   (809.89)$      (1,165.76)$   (2,125.30)$    (2,457.55)$     (2,790.14)$     (2,989.77)$     
  + Other Investing Activities (1,582.36)$   (2,519.98)$    (4,996.35)$   (1,278.75)$   (2,960.96)$   (7,209.32)$   (6,346.65)$   (7,603.69)$    (8,833.72)$     (10,233.29)$   (11,755.50)$   
Cash From Investing Activities (1,901.36)$   (3,358.19)$    (6,899.15)$   (3,681.59)$   (5,319.42)$   (8,019.21)$   (7,512.41)$   (9,728.99)$    (11,291.27)$   (13,023.43)$   (14,745.27)$   
  + Decrease in Long-term Borrowings (4.71)$          (1.43)$           -$             -$             -$             -$             -$             -$              -$              -$              -$               
  + Increase in Capital Stocks 1,195.03$    4,372.26$     2,966.40$    403.07$       87.57$         233.41$       241.35$       241.35$        241.35$         241.35$         241.35$         
  + Other Financing Activities 11.87$         (21.76)$         19.74$         40.03$         (45.92)$        10.51$         
Cash from Financing Activities 1,202.19$    4,349.07$     2,986.14$    443.10$       41.64$         243.92$       241.35$       241.35$        241.35$         241.35$         241.35$         
Net Changes in Cash 277.88$       3,450.30$     (332.50)$      2,536.92$    2,575.08$    1,540.92$    3,074.53$    2,352.41$     2,678.47$      3,381.34$      4,216.01$      
Free Cash Flow (924.31)$      (898.77)$       (3,318.64)$   2,093.82$    2,533.44$    1,296.99$    2,833.18$    2,111.06$     2,437.12$      3,140.00$      3,974.67$      
Cash Flow to Net Income -2.32 -0.61 -1.08 0.50 0.60 0.20 0.37 0.23 0.22 0.24 0.26
Increase in Revenue 4,466.36$    5,989.08$    5,201.60$    1,855.00$    2,715.44$    4,950.49$     5,724.41$      6,499.12$      6,964.13$      
Ratio of Increase in Rev to CapEx 43% 40% 45% 44% 43% 43% 43% 43% 43%
Other Investing Activity
     Net Change Marketable Securities (2,418.67)$    (3,574.76)$   (337.59)$      406.49$       (7,036.20)$   (5,145.72)$   (6,402.76)$    (7,632.79)$     (9,032.37)$     (10,554.58)$   
2,451.65$     3,542.17$    437.78$       (947.92)$      7,098.09$    
     Other (101.31)$       (1,421.59)$   (941.16)$      (3,367.45)$   (173.12)$      (1,200.93)$   (1,200.93)$    (1,200.93)$     (1,200.93)$     (1,200.93)$     
Historical Period Forecast Period
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Google, Inc. Working Capital
Working Capital
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Accounts receivable, net 311.84$      687.98$      1,322.34$     2,162.52$     2,642.19$     3,178.47$     3,543.41$     4,208.72$     4,978.04$     5,851.48$     6,787.41$     
Other current assets 249.33$      278.85$      473.59$        908.00$        1,690.22$     1,503.71$     1,600.03$     1,900.45$     2,247.84$     2,642.24$     3,064.86$     
Total Cur. Assets (ex. Cash and Investments) 561.17$      966.82$      1,795.93$     3,070.53$     4,332.41$     4,682.18$     5,143.44$     6,109.17$     7,225.88$     8,493.72$     9,852.27$     
Accounts payable 32.67$       115.58$      211.17$        282.11$        178.00$        215.87$        365.96$        434.67$        514.12$        604.33$        700.99$        
Other Short-Term Liabilities 305.79$      629.81$      1,093.42$     1,753.50$     2,124.09$     2,531.60$     2,688.26$     3,193.00$     3,776.66$     4,439.30$     5,149.36$     
Total Cur. Liabilities 338.47$      745.38$      1,304.59$     2,035.60$     2,302.09$     2,747.47$     3,054.22$     3,627.68$     4,290.78$     5,043.64$     5,850.35$     
Net WC (Current Assets Less Current Liab.) 222.70$      221.44$      491.35$        1,034.92$     2,030.32$     1,934.72$     2,089.22$     2,481.50$     2,935.10$     3,450.08$     4,001.91$     
Change in WC - Cash Inflow/(Outflow) 269.91$        543.58$        995.40$        (95.61)$        154.51$        392.27$        453.60$        514.99$        551.83$        
Primary Working Capital Drivers
Net sales 3,189.22$   6,138.56$   10,604.92$   16,593.99$   21,795.55$   23,650.56$   26,366.04$   31,316.53$   37,040.94$   43,540.05$   50,504.18$   
Sales Growth 92% 73% 56% 31% 9% 11% 19% 18% 18% 16%
Cost of goods sold 1,457.65$   2,571.51$   4,225.03$     6,649.09$     8,621.51$     8,844.12$     10,104.67$   11,917.81$   14,006.54$   16,364.52$   18,862.00$   
CGS Growth 76% 64% 57% 30% 3% 14% 18% 18% 17% 15%
Acounts Receivable as % of Net Sales 9.78% 11.21% 12.47% 13.03% 12.12% 13.44% 13.44% 13.44% 13.44% 13.44% 13.44%
Other Current Assets as % of Net Sales 7.82% 4.54% 4.47% 5.47% 7.75% 6.36% 6.07% 6.07% 6.07% 6.07% 6.07%
Accounts Payable as % of Net Sales 1.02% 1.88% 1.99% 1.70% 0.82% 0.91% 1.39% 1.39% 1.39% 1.39% 1.39%
Other Short-Term Liabilites as % of Net Sales 9.59% 10.26% 10.31% 10.57% 9.75% 10.70% 10.20% 10.20% 10.20% 10.20% 10.20%
Historical Period Forecast Period
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Google, Inc. Depreciation
Depreciation 
In millions
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Beg Land and Buildings -$               124.75$               352.11$             951.33$             1,725.34$          
Add Land and Buildings -$               227.36$               599.22$             774.00$             182.20$             
End Land and Buildings (Property) 124.75$         352.11$               951.33$             1,725.34$          1,907.53$          
-$               
Information Technology Assets 949.76$         1,778.03$            2,734.92$          3,573.50$          3,868.29$          
Construction in Progress 211.09$         850.16$               1,364.65$          1,643.14$          1,643.63$          
Leasehold Improvements 115.11$         273.26$               416.88$             572.91$             645.88$             
Furniture and Fixtures 16.72$           36.03$                 52.13$               61.46$               64.81$               
TOTAL (Equipment) 1,292.67$      2,937.48$            4,568.58$          5,851.01$          6,222.60$          
Beginning Net Property and Equipment 961.70   2,395.19$ 4,039.21$ 5,233.79$ 4,844.56$ 4,887.50$ 5,877.99$ 7,035.98$ 8,068.40$  
     CapEx (1,902.80)$           (2,402.84)$         (2,358.46)$         (809.89)$            (1,165.76)$         (2,125.30)$         (2,457.55)$         (2,790.14)$         (2,989.77)$          
     Depreciation 494.43$               807.74$             1,212.24$          1,240.03$          1,122.83$          1,134.80$          1,299.56$          1,757.71$          2,129.61$           
     Other 25.12$                 48.93$               48.36$               40.91$               
Ending Net Property and Equipment 961.70$         2,395.19$            4,039.21$          5,233.79$          4,844.56$          4,887.50$          5,877.99$          7,035.98$          8,068.40$          8,928.56$           
Components of Depreciation Exp
     New Dep per Year
     New Expenditures (1,165.76)$         (2,125.30)$         (2,457.55)$         (2,790.14)$         (2,989.77)$          
        Dep 2006 420.30$               420.30$             420.30$             420.30$             9.09$                 9.09$                 9.09$                 9.09$                 9.09$                  
        Dep 2007 431.74$             431.74$             431.74$             431.74$             23.97$               23.97$               23.97$               23.97$                
        Dep 2008 351.57$             351.57$             351.57$             351.57$             30.96$               30.96$               30.96$                
        Dep 2009 100.19$             100.19$             100.19$             100.19$             7.29$                 7.29$                  
        Dep 2010 230.24$             230.24$             230.24$             230.24$             11.66$                
        Dep 2011 419.75$             419.75$             419.75$             419.75$              
        Dep 2012 485.37$             485.37$             485.37$              
        Dep 2013 551.05$             551.05$              
        Dep 2014 590.48$              
Useful Life Property (years)
Useful Life Equipment (years)
Property as % of Total 9% 11% 17% 23% 23% 25% 25% 25% 25% 25%
Equipment as % of Total 91% 89% 83% 77% 77% 75% 75% 75% 75% 75%
New Property 227.36$               599.22$             774.00$             182.20$             291.44$             531.32$             614.39$             697.53$             747.44$              
New Equipment 1,644.81$            1,631.10$          1,282.43$          371.60$             874.32$             1,593.97$          1,843.16$          2,092.60$          2,242.33$           
Property Depr 9.09$                   23.97$               30.96$               7.29$                 11.66$               21.25$               24.58$               27.90$               29.90$                
Equipment Depr 411.20$               407.77$             320.61$             92.90$               218.58$             398.49$             460.79$             523.15$             560.58$              
Forecast PeriodHistorical Period
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Google, Inc. Amortization
Amortization
In millions
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Amortization 37.00$      77.51$      159.92$    287.65$    284.28$    
Reported Expected Amortization 230.01$    182.40$    140.70$    108.97$    108.97$    
Historical Period Forecast Period
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Google, Inc. Debt Interest
Debt & Interest
In millions
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Free Cash Flow (inc. ALL investing CF) (898.77)$     (3,318.64)$   2,093.82$   2,533.44$   1,296.99$     2,833.18$     2,111.06$     2,437.12$     3,140.00$     3,974.67$     
Cash & equivalents at beginning of year 426.87$      3,877.17$    3,544.67$   6,081.59$   8,656.67$     10,197.59$   13,272.12$   15,624.53$   18,303.00$   21,684.35$   
Minimum required cash reserves 500.00$      500.00$       500.00$      500.00$      500.00$        500.00$        500.00$        500.00$        500.00$        500.00$        
Total FCF available for financing acitivites (971.90)$     58.53$         5,138.49$   8,115.03$   9,453.67$     12,530.77$   14,883.18$   17,561.65$   20,943.00$   25,159.01$   
Cash flows from financing activities
  Increase in Capital Stocks 4,372.26$   2,966.40$    403.07$      87.57$        233.41$        241.35$        241.35$        241.35$        241.35$        241.35$        
  Decrease In Long-Term Borrowings (1.43)$         
Net cash used in financing activities 4,370.83$   2,966.40$    403.07$      87.57$        233.41$        241.35$        241.35$        241.35$        241.35$        241.35$        
Cash available to repay debt 3,398.93$   3,024.93$    5,541.56$   8,202.60$   9,687.08$     12,772.12$   15,124.53$   17,803.00$   21,184.35$   25,400.36$   
Effect of Exchange Rate (21.76)$       19.74$         40.03$        (45.92)$       10.51$          
Ending cash 3,877.17$   3,544.67$    6,081.59$   8,656.67$   10,197.59$   13,272.12$   15,624.53$   18,303.00$   21,684.35$   25,900.36$   
Historical Period Forecast Period
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Google, Inc. Shareholder Equity
Shareholder Equity
In millions
FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Shares 308.997 312.917 315.114 317.772 36004.224
Beg Shareholders Equity 17,039.84$   22,689.68$   28,238.86$   36,004.22$   
Stock-based Awards Activites 1,358.32$     1,209.12$     1,366.40$     
Net Income 4,203.72$     4,226.86$     6,520.45$     
Change in Unrealized Gains 29.03$          (12.51)$         2.56$            
Foreign Currency Adjustment 61.03$          (84.20)$         76.67$          
Cumulative Effect of Accounting Principle (2.26)$           209.91$        (200.72)$       
End Shareholders Equity 17,039.84$   22,689.68$   28,238.86$   36,004.22$   46,237.05$   57,350.57$   70,229.38$   85,116.81$   102,188.85$     
Total Shares
Retained Earnings 5133.314 9334.772 13561.63 20082.078 27740.97 36929.96 47884.23 60847.12 75994.62
Other Equity 23.31$          113.37$        226.58$        105.09$        148.35$        148.35$        148.35$        148.35$        148.35$            
Historical Period Forecast Period
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Google, Inc. Shares Outstanding
Shares Outstanding
In millions
FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013 Est 2014
Beg Shares Outstanding 308.997 312.917 315.114 317.772 320.697 323.622 326.547 329.472
Shares Issued 3.92 2.197 2.658 2.925 2.925 2.925 2.925 2.925
End Shares Outstanding 308.997 312.917 315.114 317.772 320.697 323.622 326.547 329.472 332.397
Ave Shares Outstanding 310.957 314.0155 316.443 319.2345 322.1595 325.0845 328.0095 330.9345
Univested Common Shares Subject to Change 0.746 0.128 0.005
Employee Stock Options 3.69 2.81 2.569 12.076 12.076 12.076 12.076 12.076
Restricted Shares and RSUs 0.968 0.617 0.621 0.7353333 0.7353333 0.7353333 0.7353333 0.7353333
Ave Dilutive Shares Outstanding 316.361 317.5705 319.638 332.04583 334.97083 337.89583 340.82083 343.74583
Historical Period Forecast Period
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Market Price (as of 3/30/10) 554.30$        Total Assets 40,496.78$ 
Shares Outstanding 317.772 Total Cash 24,484.78$ 
Market Cap (MV of Equity) 176,141.02$ Intangible Assets 5,836.00$   
Add Debt -$              Tangible Assets 34,660.78$ 
Add Preferred Stock -$              Total Liabilities 4,492.55$   
Add Minority Interest -$              Book Value 36,004.23$ 
Less Excess Cash 20,000.00$   Tangible Book Value 30,168.23$ 
Enterprise Value 156,141.02$ Book Value Per Share 113.30$      
Net Income 6520.45 Tangible BV Per Share 94.94$        
Add Interest Expense 0.00 Price/BV 4.89            
Add Income Taxes 1,860.74$     Price/Tangible BV 5.84            
Add Depreciation & Amortization 1524.31 Price/NAV 1.04            
EBITDA 9905.50 EV/EBITDA 15.76          
Return on Assets (ROA) 16.10% Price/EBITDA 17.78          
Return on Equity (ROE) 18.11% Price/Earnings 27.01          
Return on Sales (ROS) 27.57%
Sales 23650.56
Equity 36,004.23$   
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 Valuation Data (in millions, except per share data) 
As of January 30, 2010 
Market Price (as of 4/21/10)  $25.14  Total Assets  $4,955  
Shares Outstanding  158.8  Total Cash  $905  
Market Cap (MV of Equity)  $3,993  Intangible Assets  $2,206  
Add Debt (plus PV lease obligations) $1,898  Tangible Assets  $2,749  
Add Preferred Stock  $0  Total Liabilities  $2,232  
Add Minority Interest  $0  Book Value (BV) $2,723  
Less Excess Cash  $450  Tangible BV  $517  
Enterprise Value  $3991  BV Per Share  $17.14  
Tangible BV Per Share  $3.25  
Net Income  $377  
Add Interest Expense  $45  Price/BV  1.47  
Add Income Taxes  $213  Price/Tangible BV  7.73  
Add Depreciation & Amortization  $163  Price/FMEV of Equity  .70  
EBITDA  $798  EV/EBITDA  7  
Price/EBITDA  5  
Return on Assets (ROA)  7.61%  Price/Earnings  10.58  
Return on Equity (ROE)  13.85%  
Return on Sales (ROS)  4.16%  
 
 
Closing Price (11/20/09) 
 
$25.14  
Respective Discount 
to Valuation 
Discounted Cash Flow Value $35.66 41.84% 
FMEV of Equity (7x Multiple) $40.86 38.48% 
 
 
Analyst Recommendation:  BUY 
 I recommend that the Orange Value Fund buy GameStop (GME).  The 
company is trading at a significant discount to its fixed multiple enterprise value 
and its discounted cash flow value.  GME’s stock price has been depressed in 
recent years by the number of large electronic and discount retailers entering 
the used game market.  Yet, regardless of the influx of new entrants, GME has 
been able to maintain its market share.  This can be attributed to GME’s 
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incredible brand value and consumer recognition (More details on GME’s 
industry and brand value can be found in the following sections).  Therefore, 
although its competition is stiffening, I believe that GME will not only maintain 
but continue to increase its market share in coming years.  For the sake of 
assuring a conservative estimate, I kept GME’s market share static throughout 
my discounted cash flow forecast.  In summary, I believe that the market has 
overreacted to the news of GME’s increased competition.  Additionally, I believe 
that the market has yet to correct its overreaction because the gaming industry, 
and consequently GME’s income, has been stifled by the economic recession.  In 
a sense, GME’s increased competition and the recession have come together in a 
perfect storm to create this investment opportunity.  Finally, in addition to being 
cheap, GME satisfies the Orange Value Fund’s requirement for safe investments.  
GME has historically maintained substantial levels of cash and cash equivalents, 
as well as a commitment to its conservative approach to growth.  For example, 
although GME’s net income decreased in 2009, it continued its practice of paying 
down long term obligations.   Overall, the Company maintains a strong and 
sustainable financial position, is the eminent player in the gaming industry, 
which is forecasted to experience substantial growth, and is currently trading at 
a significant discount. 
 
 
 
[The Orange Value Fund, LLC] | For Internal Use Only  E 4 
 
                      GameStop Corporation- NYSE: GME   4/21/10 
 
 Idea Origination: 
 I first began investigating GameStop out of curiosity for why it was 
trading at such a low price to earnings ratio.  After discovering that the low price 
to earnings ratio was not a result of any permanent deterioration to the business 
but news of new entrants to the industry, I thought that GME could present a 
propitious investment opportunity.  Finally, widespread consensus that the video 
game industry will continue to grow rapidly following the recession increased the 
appeal. 
 
History: 
  The Company began operations in November 1996.  In October 1999, the 
Company became a wholly-owned subsidiary of Barnes & Noble, Inc.  It was a 
majority-owned subsidiary of Barnes & Noble until November 2004.  In October 
2005, GameStop acquired the operations of Electronics Boutique Holdings, 
which had 2,300 retail stores around the world.  On March 16, 2007 the 
Company completed a two-for-one stock split of its Class A common stock.  In 
November, 2008 GameStop France acquired SFMI Micromania for $580 million, 
which had 332 stores in France at the time of the acquisition.1 
 
Company Description: 
  GameStop is the world's largest video game product and PC 
1 2008 Annual Report 
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entertainment software retailer in the world.  It sells new and used video game 
hardware, software, and PC entertainment software.  The company also sells 
products online and publishes Game Informer, which has approximately 3.5 
million subscribers.  The online segment of GME's business will be critical to 
GME’s future success, as it hopes to stave off competition from online used 
game retailers (See ‘Competition’ below for more information).  Customers visit 
GME to trade in old video game products for store credit to put towards the 
purchase of new merchandise.  The continuous cycle of buying products, trading 
them in, and buying new products works to increase sales even if video game 
producers are not releasing new products.  For example, GME usually buys 
relatively new, but used games for $35 of store credit, and then resells the game 
for $55,  presenting GME with attractive gross margins.  In addition, GME is one 
of the only retailers that provides video game software for previous generation 
platforms.2  This presents GME with a significant competitive advantage.   
  Although the store focuses on electronic game enthusiasts, it also targets 
the casual gamer and the seasonal gift giver.  GME provides a high level of 
customer service by hiring game enthusiasts, referred to as game advisors, which 
it supplies with ongoing sales training, as well as training in the latest technical 
and functional elements of the video game retail market.  GME relies on this 
employee expertise to differentiate its store and add value to its customers.  
Over the last fifteen years, GME has increasingly become known for their 
2 USA Today “Used Games: Winning Tactic? Cheaper to Buy, Profitable to Sell” 
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customer relations, and is now considered the preeminent destination for video 
game and hardware purchases.  Retail Merchandiser ranked GameStop's brand 
as the 18th most valuable amongst retailers in 2009.  First on the list was 
Walmart.3 When young gamers think about buying video games, GameStop is 
usually the first store to come to mind.  Therefore, it is unlikely that GameStop's 
core customer base will leave the company in favor of new entrants.  It is 
counting on this brand value to maintain its market share as online retailers and 
new competitors enter the industry.  See the industry analysis for more 
information.4 
 
Industry Analysis: 
Market 
 In 2008, GME’s management estimated the combined market for video 
game products and PC entertainment software at $45 billion in the parts of the 
world in which it operates.  In the United States, the electronic game industry 
was approximately a $22 billion market.5  The video game software market was 
measured at $46.5 billion in 2009, but is only expected to grow to $47.5 billion in 
2010.6  This, of course, will affect new game sales for GME, but the beauty of 
GME's business model will assure the company continues strong used game 
sales.  In fact, GME’s used video game segment can be considered an inferior 
3 Retail-merchandiser.com 
4 2008 Annual Report, p 5 
5 2008 Annual Report, page 3 
6 Techcrunchies.com 
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good.  When income decreases, video gamers will switch to cheaper, used games 
in an attempt to save money.  After the coming year, the video game software 
market is predicted to recover and experience strong growth through 2013.  
Edge, a gaming industry magazine, predicts the video game software market will 
grow to $64.9 billion by 2013.7  PricewaterhouseCooper forecasts the global 
video game market (including online games) will grow by 7.4% annually to $73.5 
billion in 2013.8  However, online game revenues are the biggest driver of this 
growth, a segment in which GME does not directly benefit.   
 
Trends 
 Over the past ten years, the base of video game hardware platforms has 
increased significantly.  There are four major stationary gaming systems: Xbox 
360, Nintendo GameCube, PlayStation 3, and Nintendo Wii.  The leading 
portable gaming devices include Game Boy Advance, PlayStation Portable, and 
Nintendo DS.  Of the seven aforementioned systems and devices, the Nintendo 
Wii has been the most influential.  The Nintendo Wii stimulated a major 
revolution in the video game industry by shifting the industry's focus from hard-
core enthusiasts to a more mainstream audience.  Thanks to the popularity of 
console games like the Wii and to a lesser extent the other systems, the video 
game market grew by over 50% worldwide from 2005 through 2009.  However, it 
is believed that the Wii has already peaked in sales and will decline post 2011.  
7 Next-gen.biz 
8 Itp.net 
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The next generation of video game consoles is not predicted to be introduced 
until 2012, the earliest.  This, along with the recession, is making immediate 
growth estimates for the video game market sluggish at best.    
  The industry is currently undergoing a second major revolution.  The 
focus is once again shifting, this time away from traditional console-based games 
to new platforms, such as the iPhone and Facebook.  Games on the iPhone, iPod 
Touch, and Facebook are downloaded digitally, which consequent skips 
GameStop in the process.9  This represents a shift in the casual consumer to 
digital gaming that should not be confused with the increasing popularity of 
internet based video games, such as World of Warcraft.  Both trends do not 
favor GME.  Eventually, as more video gamers connect their traditional consoles, 
such as Xbox 360 and Playstation 3, online, game makers hope to primarily 
distribute their games digitally as well (again leapfrogging GME in the process).  
However, completely digital gaming distribution is still many years in the making.  
In the near future, this will allow game makers to introduce digitally 
downloadable expansions to their games, and help them prevent users from 
selling their games back to GME.10  Clearly, this has negative implications on 
GME's future business model.  If GME is unable to adapt to the changing industry, 
possibly by developing an online site where customers can buy (download) and 
sell (upload) games digitally, then it will see its business deteriorate in a similar 
fashion to Blockbuster.  On a good note, GME currently operates a digital 
9 San Jose Mercury News “Wolverton: Latest Video Game Revolution Could Democratize the Business” 
10 Washington Post “A New Battle Over Used Video Games” 
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platform, and in November of last year purchased a controlling interest in Omac 
Global Medial Limited, an online video game developer and operator.11  Only 
time will tell whether or not GME will be able to successfully integrate its digital 
and tangible sales efforts.   
 
Competition: 
  As of now, GameStop competes in the new video game software and 
hardware segments with every electronics retailer, the biggest of which being 
Best Buy, and select mass merchants, such as Wal-Mart and Target.  It also 
competes with other video game and PC software specialty stores, such as Game 
Group and Media Markt.  In addition, GME competes with stores such as Movie 
Gallery, Hollywood Video, and Blockbuster, which offer video games available for 
sale and rentals.  Although retailers Best Buy, Toys R Us, and Wal-Mart recently 
entered the market for used games, GME still dominates sector.12  GME’s biggest 
threat to its used game business will come from online retailers.  Last March, 
after Amazon announced it will allow customers to sell old games for credit, 
GME's share price dropped 14%.  Yet, Amazon is not the only threat to GME's 
stronghold on the used game market.  Smaller online competitors, such as 
Goozex, are popping up and challenging the Company.  Goozex is a small 
competitor, but well known in gaming circles.  Goozex provides a unique trading 
platform for video games and movies.  Members trade their products for Goozex 
11 2009 10-k, page F-16 
12 USA Today “Used Games: Winning Tactic? Cheaper to Buy, Profitable to Sell” 
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Points, and then use their Points to get other games or movies from other 
Goozex users.  Members pay only a $1 transaction fee (a Goozex "Trade Token") 
for each product they receive.13 
 
Debt Analysis: 
  To find a more accurate description of GME’s debt, I include the present 
value of its lease expenses. This is the equivalent of adding back interest 
expenses for firms that own their real estate but finance their purchase using 
debt financing instead of lease financing. In terms of the following indications of 
the degree of GME’s indebtedness, GME maintains a secure capital structure.  
GME has a debt to equity ratio of 0.7, debt to EBITDA of 2.37, and EBITDA to 
interest expense of 17.6. 
 Historically, GME handles its debt obligations in a very fiscally responsible 
manner.  Since becoming publicly traded, every time it has withdrawn funds 
from its credit facility, it has repaid the debt before the end of the fiscal year.  
Currently, GME is contracted to one outstanding debt obligation.  It recently 
repaid in full its debt obligation attached to a floating rate interest payment.  The 
speed and consistency with which GME pays down its debt proves its dedication 
to conservative growth.  Here are some examples of GME's fiscal responsibility.  
In November 2008, GME borrowed $275 million under the Revolver and $150 
million in term loans to complete the acquisition of Micromania.  By the end of 
13 Washington Post “A New Battle Over Used Video Games” 
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the fiscal year, January 31, 2009, both borrowings were repaid in full.  In 2005, 
GME completed the offering of $300 million aggregate principal amount of 
senior floating rate notes due 2011 and $650 million aggregate principal amount 
of senior notes due 2012 to fund the acquisition of Electronics Boutique.  By 
October 1, 2007, GME had repaid in full the $300 million of the Senior Floating 
Rate Notes.  Currently, GME has paid down $200 million of the Senior Notes, 
resulting in a remaining $450 million balance.  The senior notes bear interest at 
8.0% per annum, and are paid semi-annually, in arrears.  The indenture contains 
affirmative and negative covenants covering, among other things, limitations on 
the incurrence of additional debt, restricted payments, liens, sale and leaseback 
transactions, and asset sales.  GME is currently in compliance with all covenants 
associated with the Indenture.14 
 
 Board of Directors: 
  As of May, 2009, the time of its last proxy statement, GameStop had 
eleven members serving on its board of directors.  Daniel DeMatteo is the Chief 
Executive Office and a director.  Before this position, he served as President and 
Chief Operating Officer since GME was founded in 1996.  Richard Fontaine is the 
Executive Chairman of the Board.  He served as Chief Executive Officer from 
1996 to August 2008.  The remaining names of the board of directors are as 
follows: Jerome Davis, Steven Koonin, Leonard Riggio, Michael Rosen, Stephanie 
14 2008 Annual Report, p F-21 
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Shern, Stanley Steinberg, Gerald Szczepanski, Edward Volkwein, Lawrence Zilavy.  
Davis has experience as the Global Vice President at Service Excellence for 
Electronic Data Systems, Koonin as president of Turner Entertainment Networks, 
Riggio as Chairmen of the Board and principal stockholder of Barnes & Noble 
since its inception in 1986, Shern as the Global Director of Retail and Consumer 
Products for Ernst & Young, and Steinberg as the director of Electronics Boutique, 
Chairman of Sony Retail Entertainment, and Chief Operating Officer of Walt 
Disney Imagineering.  The board is comprised of members with a valuable mix of 
experience in technology, retail, and entertainment.  
 
Ownership: 
  The directors and executive officers of GME do not own an 
overwhelming majority of its common stock.  In total, all directors and executive 
officers, a total of fifteen people, own just under nine percent of GME’s stock.  
Of that percentage, nearly seven percent is owned by Leonard Riggio, the 
principal stockholder of Barnes & Noble.15  No institutional owners hold five 
percent or more of GME’s common stock.16 
 
DCF Sales Growth Explanation: 
  As previously mentioned, GameStop’s revenue is comprised of sales of 
new video games, used video games, and video game hardware.  Until 2009, 
15 Def 14, 6/23/09 
16 2009 Annual Report 
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GME’s market share of new video game software sales has been steadily 
increasing.  For the sake of assuring a conservative estimate, I kept GME’s 
market share static throughout my discounted cash flow forecast.  However, 
2009 results indicated that used product sales grew eighteen percent compared 
with 2008, accounting for twenty six percent of net sales.  This indicates that 
although new game sales for the year were sluggish, used product sales 
remained strong.  As previously mentioned, used products can be thought of as 
an inferior good.  When incomes decrease and consumption slows, people still 
demand ‘new’ (games they have yet defeated) video games, and turn to cheaper, 
used games.  Because sales of new games are forecasted to remain sluggish in 
2010, I estimated that used product sales would grow at the same rate as it did 
in 2009.  However, in 2011 and forward, when the total video game software is 
estimated to once again experience formidable growth, I lowered my growth 
rate for used game products to merely match the growth in the overall software 
market.  Further, the next generation of video game consoles is not predicted to 
be introduced to the market until 2012. For this reason, I estimated zero growth 
in GME’s new hardware sales until 2012.  I believe the landscape of the gaming 
industry in 2012 will be similar to that of 2006 because X-box 360 and PS3 were 
release before Thanksgiving (the holiday shopping season) of that year.  
Therefore, I estimated that the 2012 revenue share of GME’s sales of new 
hardware would return to its 2006 level, and the 2013 revenue share to its 2007 
level.  Finally, GME’s revenue share of ‘other’ has been in decline for many years.  
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By applying a lower growth rate to this segment than the others, I was able to 
achieve a consistent decline.  Below are tables detailing GME’s discounted cash 
flow valuation.  I added the present value of GME’s lease obligations to its long 
term debt to get a value for total debt.  I forecasted long term growth in earnings 
before interest and tax (EBIT) at five percent.  I believe this to be a conservative 
estimate given the forecasted increases in the global gaming industry.  Assuming 
GME successfully adapts to the changing business environment, I expect this to 
be an easily attainable level of sales growth. 
Terminal Value (millions, except per share data) 
Sum of present value of free cash flow $3,382 
WACC 8.5% 
Long term growth rate in EBIT 5% 
Present value of terminal value $3,394 
Terminal Value as percent of total value 50% 
Intrinsic (“Fair”) Value Calculation (millions, except per share data) 
EV (Equity Value + Net Debt) $6,777 
- Debt (includes present value of lease obligations) $1,898 
          +   Cash $905 
Net Debt $993 
Equity Value (Market Capitalization) $5,784 
Diluted Shares Outstanding 162.2 
  
Fair Value per Share $35.66 
Discount/(Premium) 29.5% 
 
Fixed Multiple Enterprise Value Explanation: 
I estimated GME’s equity value by assessing GME as a going concern, thus using 
the fixed multiple enterprise value method.  To estimate GME’s fixed multiple 
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enterprise value, I began by determining an appropriate figure for adjusted 
EBITDA.  Unlike most of its competitors (Wal-Mart and Best Buy, specifically), 
GME finances its stores with leases.  Therefore, I accounted for GME’s different 
capital structure by adding its lease expense to adjusted EBITDA, and then 
subtracting the present value of its lease obligations along with long-term debt 
from its subsequent fixed multiple enterprise value.  I discounted the lease 
obligations by four percent, roughly the level of long term treasury notes.  Using 
a four percent discount rate, I found the present value of GME’s lease 
obligations to be roughly $1.4 billion.  Further, to assure a thorough analysis, I 
used a range of multiples (from five to eight) to calculate GME’s fixed multiple 
enterprise value.  I listed GME’s FMEV of Equity at a seven times multiple in my 
first table at the beginning of the report.  I believe this is the most accurate, yet 
conservative multiple to use considering Best Buy is currently trading at an 
EV/EBITDA of 8.  Further, GameStop operates under higher margins than Best 
Buy, so the ability of its assets to generate earnings should be higher.  Below is a 
table depicting the results. 
In millions (except per share) Reported Figures as of 1/30/10 
EDITDA $799.5 
Loss to Non-Controlling Interests $(1.5) 
CapEx $(172.1) 
Rent Expense $326.8 
Adj EBITDAR (minus CapEx) $952.6 
Fixed Multiple 5 6 7 8 
Fixed Multiple Enterprise Value $4,762.9 $5,715.5 $6,668 $7,620.6 
Long-term Debt $447.3 
Lease Obligation $1,451 
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Cash & Cash Equivalents $905.3 
FMEV of Equity $3,769.8 $4,722.4 $5,675 $6,627 
Diluted Shares Outstanding 162.2 
Estimated Stock Price $23.24 $29.12 $34.99 $40.86 
Current Stock Price $25.1 
Discount (Premium) % (8.16) 13.66 28.15 38.48 
Best Buy (in millions, except per share) 
Market Price $46.11   
Shares Outstanding 411   
Market Cap $18,951 Net Income $1,003 
Add Debt $1,126 Add Interest Expense $94 
Add Preferred Stock $0 Add Income Taxes $674 
Add Minority Interest $513 
Add Depreciation & 
Amortization $793 
Less Excess Cash $400 EBITDA $2,564 
Enterprise Value $20,477 EV/EBITDA 8 
 
Note 1 - Explanation of Other DCF Forecasting Methods: 
Increase in P&E:  Increases to P&E remained relatively consistent over the last 
three years.  Even though GameStop increased its sales by over 20% in 2008, the 
Company increased P&E by less than it had in 2007.  Based on this finding and 
the overall trend in the industry (that there are more video game retailers and 
alternative outlets, digital especially, to buy and sell new and used games), I 
determined that the Company would not significantly increase its P&E over the 
next few years to guard against over expansion.  I believe the Company will be 
particularly conservative in its increases to P&E considering the hit the gaming 
industry took during the recession. 
Capital Expenditures:  I separate capital expenditures from increases to P&E 
because reported capital expenditures have been consistently lower than the 
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company’s increase to P&E over the last four years.  Therefore, I calculate capital 
expenditures as 95% of P&E. 
Accounts Receivable:  Accounts receivable as a percentage of net sales in 2007 
and 2009 was 79%.  I used this number to forecast a value for accounts 
receivable as a percentage of net sales. 
Inventory:  Inventory turn in 2009 equaled 6.24.  I used this value to forecast 
inventories into the future. 
Prepaid Expense:  I found that prepaid expenses were growing at a comparable 
rate to net sales over the last three years.  Actually, the rate of growth in prepaid 
expenses was consistently 3 to 4% lower than that of net sales.  Therefore, I 
applied a growth rate to prepaid expenses equal to the growth rate in net sales 
minus 3%. 
Accounts Payable:  Accounts payable as a percentage of net sales in 2009 was 
91%.  I used this number to forecast a value for accounts payable as a 
percentage of net sales. 
Accrued Expenses:  Accrued expenses consistently grew at an increasing rate 
from 2006 through 2009.  In 2006, it grew at 8%, followed by 17% in 2007, 24% 
in 2008, and 35% in 2009.  Because this increasing growth was unsustainable to 
the company, I decided to grow accrued expenses by the average growth rate 
over the last three years.  This number came out to 21% growth year over year. 
Depreciation:  To properly forecast depreciation, I estimated the breakdown of 
depreciation by buildings and leaseholds (B&L) and furniture and equipment 
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(F&E) by year.  I did this because buildings and leaseholds and furniture and 
equipment had different useful lives, and account for a different percentage of 
total property and equipment.  To estimate the breakdown of depreciation by 
segment and year, I first had to estimate how much useful life was left on the 
remaining depreciable B&L and F&E totals from 2003.  I estimated the useful life 
as the ratio of net property and equipment to total property and equipment, and 
then rounded the figure to the closest integer.  The ratio of net property and 
equipment to total property and equipment in 2003 was 55%, so I estimated the 
useful life remaining on depreciable B&L and F&E to be about half of its total 
useful life.  Next, I had to first estimate how much of 2003’s total B&L and F&E 
was depreciated already.  Because the accuracy of these historic numbers were 
less important than finding a model to accurately forecast depreciation into the 
future, I determined accumulated depreciation in 2003 B&L and F&E by finding 
the amounts that made my estimates for depreciation as close as possible to 
actual reported depreciation.  I was more or less testing my modeling from 2003 
to 2009 to see if my estimates for GameStop’s depreciation based on its 
reported increases in B&L and F&E per year were accurate.  After much trial and 
error, I was able to find a model to accurately predict depreciation within + or – 
5% of its reported value.  In fact, in 2009 the difference between GameStop’s 
reported depreciation and my value for depreciation shrank to less than 1%.  At 
this point, I knew I had created an accurate model for predicting depreciation.  
Finally, because I calculated depreciation based on different useful life values for 
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B&L and F&E, I had to determine what percentage of my estimate for increases 
in P&E would be in B&L and what would be in F&E.  To do this, I calculated the 
percentage of B&L and F&E to P&E over the last five years, and found that B&L 
ranged from 40.5% to 42.5% of total P&E and F&E ranged from 55.5% to 58% of 
total P&E.  I kept these ratios similar to determine the increase in B&L and F&E 
per year in my forecast for depreciation. 
Pay Down of Debt:  In 2009, GameStop paid down $100 million of its senior 
secured loans.  In the previous two years, GameStop paid down $150 million of 
its loans.  The decrease in the amount paid down is most likely due to the 
lackluster sales year the Company experienced.  Regardless, for the sake of 
conservatism, I continued to assume GameStop would only pay down $100 
million of its debt each year, regardless of whether I predicted sales to increase.  
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Note 2 - Support for Discounted Cash Flow Valuation Method: 
 Over the last four years, new video game software has accounted for 
between thirty seven percent and forty two percent of total sales, used video 
game products for between twenty two percent and twenty six percent of total 
sales, and new video game hardware between sixteen and twenty four percent.  
These numbers are fairly consistent, but differ with respect to the landscape of 
the gaming industry, which determines each segment’s share of total revenue.  
In the year of or following the release of new video game hardware, the video 
game hardware segment accounts for a higher proportion of GameStop’s total 
revenue than in other years.  My forecast follows this pattern.  Below is a graph 
of the percentage of sales in each of GameStop’s product segments to total sales 
from 2004 through my estimates in 2013.  Note the consistent trends in each 
segment.  The share of new video game software is fairly consistent, both used 
video game and video game hardware are cyclical, and other has been in a 
steady decline. 
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CONSOLIDATED BALANCE SHEETS 
  
                  
      January 30,       
January 31, 
    
      2010        2009     
      (In thousands)     
           
ASSETS  
Current assets:                          
Cash and cash equivalents     $  905,418        $  578,141     
Receivables, net        64,006           65,981     
Merchandise inventories, net        1,053,553           1,075,792     
Deferred income taxes — current        21,229           23,615     
Prepaid expenses        59,434           59,101     
Other current assets        23,664           15,411     
                           
Total current assets        2,127,304           1,818,041     
                           
Property and equipment:                          
Land        11,569           10,397     
Buildings and leasehold improvements        522,965           454,651     
Fixtures and equipment        711,477           619,845     
                           
Total property and equipment        1,246,011           1,084,893     
Less accumulated depreciation and amortization        661,810           535,639     
Net property and equipment        584,201           549,254     
Goodwill, net        1,946,513           1,833,011     
Other intangible assets        259,860           247,790     
Other noncurrent assets        37,449           35,398     
                           
Total noncurrent assets        2,828,023           2,665,453     
                           
Total assets     $  4,955,327        $  4,483,494     
LIABILITIES AND STOCKHOLDERS’ EQUITY  
Current liabilities:                          
Accounts payable     $  961,673        $  1,047,963     
Accrued liabilities        632,103           498,253     
Taxes payable        61,900           16,495     
                           
Total current liabilities        1,655,676           1,562,711     
                           
Senior notes payable, long-term portion, net        447,343           545,712     
Deferred taxes        25,466           7,523     
Other long-term liabilities        103,831           96,963     
                           
Total long-term liabilities        576,640           650,198     
                           
Total liabilities        2,232,316           2,212,909     
                           
Commitments and contingencies (Notes 10 and 11)                          
Stockholders’ equity:                          
Preferred stock — authorized 5,000 shares; no shares issued or outstanding        —           —     
Class A common stock — $.001 par value; authorized 300,000 shares; 158,662 and 163,843 shares 
outstanding, respectively        159           164     
Additional paid-in-capital        1,210,539           1,307,453     
Accumulated other comprehensive income (loss)        114,704           (57,522  )  
Retained earnings        1,397,755           1,020,490     
                           
Equity attributable to GameStop Corp. stockholders        2,723,157           2,270,585     
Equity attributable to noncontrolling interest        (146  )        —     
                           
Total equity        2,723,011           2,270,585     
                           
Total liabilities and stockholders’ equity     $  4,955,327        $  4,483,494      
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CONSOLIDATED STATEMENTS OF OPERATIONS  
  
                         
      52 Weeks      52 Weeks      52 Weeks    
      Ended      Ended      Ended    
      January 30,      January 31,      
February 2, 
    
      2010       2009       2008     
      (In thousands, except per share data)     
               
Sales     $  9,077,997       $  8,805,897       $  7,093,962     
Cost of sales        6,643,345          6,535,762          5,280,255     
                                       
Gross profit        2,434,652          2,270,135          1,813,707     
Selling, general and administrative expenses        1,635,124          1,445,419          1,182,016     
Depreciation and amortization        162,495          145,004          130,270     
Merger-related expenses        —          4,593          —     
                                       
Operating earnings        637,033          675,119          501,421     
Interest income        (2,177  )      (11,619  )      (13,779  )  
Interest expense        45,354          50,456          61,553     
Debt extinguishment expense        5,323          2,331          12,591     
                                       
Earnings before income tax expense        588,533          633,951          441,056     
Income tax expense        212,804          235,669          152,765     
                                       
Consolidated net income        375,729          398,282          288,291     
Net loss attributable to noncontrolling interests        1,536          —          —     
                                       
Consolidated net income attributable to GameStop     $  377,265       $  398,282       $  288,291     
                                       
Basic net income per common share(1)     $  2.29       $  2.44       $  1.82     
                                       
Diluted net income per common share(1)     $  2.25       $  2.38       $  1.75     
                                       
Weighted average shares of common stock — basic        164,525          163,190          158,226     
                                       
Weighted average shares of common stock — diluted        167,875          167,671          164,844    
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CONSOLIDATED STATEMENTS OF CASH FLOWS  
  
                       
      52 Weeks       52 Weeks       52 Weeks    
      Ended       Ended       Ended    
      January 30,       January 31,       
February 2, 
    
      2010        2009        2008     
      (In thousands)     
               
Cash flows from operating activities:                                
Consolidated net income     $  375,729      $  398,282      $  288,291   
Adjustments to reconcile net earnings to net cash flows provided by operating activities:                                
Depreciation and amortization (including amounts in cost of sales)        164,126         146,363         131,277   
Provision for inventory reserves        48,890         42,979         51,879   
Amortization and retirement of deferred financing fees and issue discounts        5,003         3,735         6,831   
Stock-based compensation expense        37,811         35,354         26,911   
Deferred income taxes        (1,210  )        (24,701  )        (13,151  )  
Excess tax (benefits) expense realized from exercise of stock-based awards        362         (34,174  )        (93,322  )  
Loss on disposal of property and equipment        4,377         5,193         8,205   
Changes in other long-term liabilities        7,573         8,337         14,021   
Change in the value of foreign exchange contracts        (3,891  )        9,992         (8,575  )  
Changes in operating assets and liabilities, net                                
Receivables, net        4,217         (2,901  )        (19,903  )  
Merchandise inventories        29,602         (209,442  )        (143,525  )  
Prepaid expenses and other current assets        2,040         (10,111  )        (3,590  )  
Prepaid income taxes and accrued income taxes payable        54,556         43,864         121,014   
Accounts payable and accrued liabilities        (85,012  )        136,465         127,683   
                                       
Net cash flows provided by operating activities        644,173         549,235         494,046   
                                       
Cash flows from investing activities:                                
Purchase of property and equipment        (163,759  )        (183,192  )        (175,569  )  
Acquisitions, net of cash acquired        (8,357  )        (630,706  )        1,061   
Other        (15,130  )        (6,974  )        (2,116  )  
                                       
Net cash flows used in investing activities        (187,246  )        (820,872  )        (176,624  )  
                                       
Cash flows from financing activities:                                
Repurchase of notes payable        (100,000  )        (30,000  )        (270,000  )  
Purchase of treasury shares        (58,380  )        —         —   
Borrowings from the revolver        115,000         —         —   
Repayment of revolver borrowings        (115,000  )        —         —   
Borrowings for acquisition        —         425,000         —   
Repayments of acquisition borrowings        —         (425,000  )        (12,173  )  
Issuance of shares relating to stock options        4,459         28,950         64,883   
Excess tax benefits (expense) realized from exercise of stock-based awards        (362  )        34,174         93,322   
Other        (134  )        (3,500  )        (263  )  
                                       
Net cash flows provided by (used in) financing activities        (154,417  )        29,624         (124,231  )  
                                       
Exchange rate effect on cash and cash equivalents        24,767         (37,260  )        11,820   
                                       
Net increase (decrease) in cash and cash equivalents        327,277         (279,273  )        205,011   
Cash and cash equivalents at beginning of period        578,141         857,414         652,403   
                                       
Cash and cash equivalents at end of period     $  905,418      $  578,141      $  857,414  
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GameStop Corp Discounted Cash Flow Model
Discounted Cash Flow (DCF) Valuation Terminal Year
Fiscal Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
In millions
Net Sales 5,318.90 7,093.96 8,805.90 9,078.00 9,651.99 10,441.65 12,020.75 13,850.57 14,543.09 15,270.25 16,033.76 16,835.45 17,677.22 18,561.08          
% Growth 0.24              0.03              0.06              0.08                0.15                    0.15                0.05              0.05              0.05                0.05              0.05              0.05                   
EBITDA 450.64          632.70             820.12           799.53          946.23          1,070.97         1,135.35             1,200.41          1,260.43       1,323.45       1,389.62         1,459.10        1,532.06       1,532.06            
% Growth 0.30              (0.03)             0.18              0.13                0.06                    0.06                0.05              0.05              0.05                0.05              0.05              
% Margin 0.08              0.09                0.09              0.09              0.10              0.10                0.09                    0.09                0.09              0.09              0.09                0.09              0.09              
Operating profit (EBIT) 340.47          501.42             675.12           637.03          775.89          881.01            946.94                1,030.58          1,082.11       1,136.21       1,193.03         1,252.68        1,315.31       1,381.08            
% Growth 0.35              (0.06)             0.22              0.14                0.07                    0.09                0.05              0.05              0.05                0.05              0.05              0.05                   
% Margin 0.06              0.07                0.08              0.07              0.08              0.08                0.08                    0.07                0.07              0.07              0.07                0.07              0.07              
Tax rate 38% 35% 37% 36% 37% 37% 37% 37% 37% 37% 37% 37% 37% 37%
NOPAT 212.63          327.75             424.15           407.29          488.04          554.15            595.63                648.24             680.65          714.68          750.41            787.93           827.33          868.70               
Depreciation and amortization 110.18          131.28             145.00           162.50          170.34          189.96            188.41                169.83             178.32          187.24          196.60            206.43           216.75          216.75               
% Growth 0.10              0.12              0.05              0.12                (0.01)                   (0.10)               0.05              0.05              0.05                0.05              0.05              
% Margin 0.02              0.02                0.02              0.02              0.02              0.02                0.02                    0.01                0.01              0.01              0.01                0.01              0.01              
Change in WC providing/(requiring) cash (110.45)         (23.39)             4.31              (108.59)         (119.29)         (146.44)           (162.30)               (204.03)           (310.62)         (368.21)         (404.72)           (499.98)         (648.14)         (648.14)              
Operating Cash Flows 212.36          435.64             573.46           461.19          539.08          597.67            621.74                614.03             548.34          533.70          542.29            494.38           395.94          437.31               
Capex - Additions to PP&E (133.93)         (175.57)           (183.19)         (172.12)         (159.47)         (153.46)           (155.32)               (156.09)           163.89          172.08          180.69            189.72           199.21          199.21               
Capex/D&A 1.22              1.34                1.26              1.06              0.94              0.81                0.82                    0.92                (0.92)             (0.92)             (0.92)               (0.92)             (0.92)             (0.92)                  
Capex % of sales 0.03              0.02                0.02              0.02              0.02              0.01                0.01                    0.01                0.01              0.01              0.01                0.01              0.01              
Unlevered FCF 78.43            260.07             390.27           289.08          379.61          444.21            466.41                457.94             712.23          705.79          722.98            684.11           595.15          636.52               
Discount Rate (WACC)  8% 8% 8% 8% 8% 8% 8% 8% 8% 8%
Projection Year 1.00              2.00                3.00                    4.00                5.00              6.00              7.00                8.00              9.00              10.00                 
Discount Factor 1/((1+WACC)^Projection Year) 92% 85% 78% 72% 67% 61% 57% 52% 48% 44%
Present Value of Free Cash Flows (Unlevered FCF) 349.94          377.48            365.36                330.69             474.11          433.09          408.96            356.72           286.08          
Yoy % change in FCF 0.08                (0.03)                   (0.09)               0.43              (0.09)             (0.06)               (0.13)             (0.20)             
Long term sales growth 0.05                Current Share Price $25.14
Operating Leverage in LT Projections (if any) -                  D a te o f Share C oun t 3/30/2010
Long term growth rate in EBIT 0.05                Source o f share coun t 2009 10K
Discount Rate (WACC) Worksheet Basic Shares Outstanding 158.8
Public Market Price/Share 25.14               Fully Diluted Shares Outstanding 162.2
Diluted Shares O/S  (TS Method) 162.19             
Public Market Capitalization 4,077.53          Sum of PV of FCF (8 years) 3,382.44$           
Debt 2009 447.34             WACC 8.5%
PV Lease Obligation 1,451.03          Terminal Year EBITDA (2011) 1,532.06$           
Cash 2009 905.32             Exit mult of EBITDA Terminal Year 5.0x
Net Debt 2009 993.05             Terminal Year FMEV 7,660.29$           
Public Market Enterprise Value 5,070.58          Discount Factor 0.44                    
Present Value of Terminal FMEV 3,394.35$           
E/(D+E) @ Public Mkt Value 0.80                % of Enterprise Value 50%
D/(D+E) @ Public Mkt Value 0.20                DCF Enterprise Value 6,776.79$           
Avg. Pretax Int.Exp. (Annual.) 0.05                DCF EV (Equity Value + Net Debt) 6,776.79$           
Marginal Tax Rate 0.38                - Debt 1,898.37$           
+ Cash 905.32$              
Cost of Equity= rf+beta( Rm-Rf) 0.10                Net Debt 993.05$              
Risk Free rate: Rf 0.04                Equity Value (Market Capitalization) 5,783.74$           
Unlevered Beta 0.80                Diluted Shares O/S 162.2
Risk premium (Rm-Rf) 0.07                Fair Value Per Share $35.66
P/E 15.25
WACC=E/(D+E)* Re+ D/(D+E)*Rd(1-T) 8.5% Discount/ (Premium) 29.50%
Intrinsic ("Fair") Value Calculation
Forward Estimates Long Term Forward Estimates
Assumptions Calculation of DilutedShares/Options Outstanding
Terminal Value
Page 1
GameStop Corp Fixed Multiple Enterprise Value
Fixed Multiple Enterprise Valuation
In millions
EBITDA
Loss Attributable to Non-Controlling Interest
CapEx
Rent Expense
Adj EBITDAR (minus CapEx)
Fixed Multiple 5.00 6.00 7.00 8.00
4,762.9$          5,715.5$       6,668.0$       7,620.6$       
Long-Term Debt 447.3$             
Lease Obligation 1,451.0$          
Cash & Cash Equivalents 905.3$             
Net Asset Value 3,769.8$          4,722.4$       5,675.0$       6,627.6$       
Diluted Shares Outstanding 162.19             
Est. Stock Price 23.24$             29.12$          34.99$          40.86$          
Current Stock Price 25.1$               
Discount (Premium) -8.16% 13.66% 28.15% 38.48%
In millions 2010 2011 2012 2013 2014 2015 2016
Lease Expense 377                  339               283               229               160               100               155               
Discount Rate 4% 4% 4% 4% 4% 4% 4%
Projection Year 1.00                 2.00              3.00              4.00              5.00              6.00              7.00              
Discount Factor 96% 92% 89% 85% 82% 79% 76%
PV Lease Expense 362                  313               251               195               132               79                 118               
Total Lease Obligation 1,451               
952.6$                                                                                      
799.5$                                                                                      
(172.1)$                                                                                    
FY 2009
(1.5)$                                                                                        
326.70$                                                                                    
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GameStop Corp Income Statement
Income Statement
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Revenue 1,842.8$                3,091.8$       5,318.9$       7,094.0$        8,805.9$        9,078.0$       9,652.0$              10,441.7$     12,020.8$       13,850.6$       
   Product/Brand Segments 1,842.8$                3,091.8$       5,318.9$       7,094.0$        8,805.9$        9,078.0$       
      Used video game products 511.8$                   808.0$          1,316.0$       1,586.7$        2,026.6$        2,394.1$       2,828.2$              3,138.3$       3,482.4$         3,864.3$         
      New video game software 776.7$                   1,244.9$       2,012.5$       2,800.7$        3,685.0$        3,720.9$       3,800.9$              4,217.7$       4,680.1$         5,193.3$         
      New video game hardware 209.2$                   503.2$          1,073.7$       1,668.9$        1,860.2$        1,766.5$       1,766.5$              1,766.5$       2,473.1$         3,338.7$         
      Other 345.1$                   535.7$          916.7$          1,037.7$        1,234.1$        1,196.5$       1,256.3$              1,319.1$       1,385.1$         1,454.4$         
  - Cost of Revenue 1,328.6$                2,219.8$       3,847.5$       5,280.3$        6,535.8$        6,643.3$       6,974.7$              7,508.2$       8,761.5$         10,226.3$       
Gross Profit 514.2$                   872.0$          1,471.4$       1,813.7$        2,270.1$        2,434.7$       2,677.3$              2,933.5$       3,259.2$         3,624.3$         
  - Selling, General & Admin Expense 378.0$                   599.0$          1,020.8$       1,181.0$        1,450.0$        1,635.1$       1,731.1$           1,862.5$     2,123.9$       2,423.9$       
  - Depreciation and Amortization 37.0$                     66.7$            110.2$          131.3$           145.0$           162.5$          170.3$                 190.0$          188.4$           169.8$           
Operating Income 99.1$                     206.3$          340.5$          501.4$           675.1$           637.0$          775.9$                 881.0$          946.9$           1,030.6$         
  - Interest Expense 2.2$                       46.4$            84.7$            61.6$             50.5$             45.4$            32.0$                   24.0$            16.0$             8.0$               
  - Interest Income -$                        (13.8)$            (11.6)$            (2.2)$            
  - Loss Attributable to Non-Controlling Interest (1.5)$            
  - Debt Extinguishment Expense 12.6$             2.3$               5.3$             
Pretax Income 97.0$                     159.9$          255.8$          441.1$           634.0$           590.1$          743.9$                 857.0$          930.9$           1,022.6$         
  - Income Tax Expense 38.0$                     59.1$            96.0$            152.8$           235.7$           212.8$          276.0$              317.9$        345.4$         379.4$         
Net Income 59.0$                     100.8$          159.8$          288.3$           398.3$           377.3$          467.9$                 539.1$          585.6$           643.2$           
Basic EPS 0.5$                       0.9$              1.1$              1.8$               2.5$               2.3$             3.0$                     3.4$              3.6$               3.8$               
Basic Weighted Avg Shares 109.3$                   115.8$          149.9$          156.7$           162.4$           161.3$          156.3$                 156.9$          163.0$           169.1$           
Diluted EPS 0.5$                       0.8$              1.0$              1.7$               2.4$               2.3$             2.8$                     3.2$              3.4$               3.6$               
Diluted Weighted Avg Shares 115.6$                   125.0$          158.3$          164.8$           167.7$           164.7$          166.9$                 167.5$          173.5$           179.6$           
EBITDA 136.2$                   273.0$          450.6$          632.7$           820.1$           799.5$          946.2$                 1,071.0$       1,135.4$         1,200.4$         
ADJ EBITDA (minus CapEx) 37.9$                     162.3$          316.7$          457.1$           636.9$           625.9$          786.8$                 917.5$          980.0$           1,044.3$         
Gross Margin (Total Revenue0 28% 28% 28% 26% 26% 27%
      Used video game products 45% 47% 50% 49% 48% 47% 48% 48% 48% 48%
      New video game software 20% 21% 21% 21% 21% 21% 21% 21% 21% 21%
      New video game hardware 4% 6% 7% 6% 6% 6% 6% 6% 6% 6%
      Other 34% 36% 34% 34% 34% 34% 34% 34% 34% 34%
Operating Margin (Total Revenue) 5% 7% 6% 7% 8%
Profit Margin (Total Revenue) 3% 3% 3% 4% 5%
S,G & A Exp growth rate 58% 70% 16% 23% 2.9% 5.9% 7.6% 14.0% 14.1%
Sales Growth 68% 72% 33% 24% 3.1% 6.3% 8.2% 15.1% 15.2%
Ratio of S,G&A growth to sales growth 0.86 0.98 0.47 0.94 0.93 0.93 0.93 0.93 0.93
Income Tax % 39% 37% 38% 35% 37% 36% 37% 37% 37% 37%
Income Statement (cont)
Global Video Game Software Market 30,300.0$     34,570.0$     39,441.7$      45,000.0$      46,500.0$     47,500.0$            52,708.1$     58,487.2$       64,900.0$       
Reported Market of Operations 22,500.0$     25,800.0$     36,000.0$      45,000.0$      
Average year over year growth 1.14 1.11
Market Share New Games 4.1% 5.8% 7.1% 8.2% 8.0% 8.0% 8.0% 8.0% 8.0%
Growth Rate of Market Share 42% 22% 15% -2% 0% 0% 0% 0%
Years (for chart) 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Share of Revenue Used Video Game 27.8% 26.1% 24.7% 22.4% 23.0% 26.4% 29.3% 30.1% 29.0% 27.9%
Share of Revenue New Video Game 42.1% 40.3% 37.8% 39.5% 41.8% 41.0% 39.4% 40.4% 38.9% 37.5%
Share of Revenue New Video Hardware 11.4% 16.3% 20.2% 23.5% 21.1% 19.5% 18.3% 16.9% 20.6% 24.1%
Share of Revenue Other 18.7% 17.3% 17.2% 14.6% 14.0% 13.2% 13.0% 12.6% 11.5% 10.5%
Growth of Used Video Game Revenue 57.87% 62.87% 20.57% 27.72% 18.13% 18.13% 10.96% 10.96% 10.96%
Growth of New Video Game Revenue 60.28% 61.66% 39.17% 31.57% 0.97% 2.15% 10.96% 10.96% 10.96%
Growth of New Video Hardware Revenue 140.54% 113.37% 55.43% 11.46% -5.04% 0.00% 0.00% 40.00% 35.00%
Growth of Other Revenue 55.23% 71.12% 13.20% 18.93% -3.05% 5.00% 5.00% 5.00% 5.00%
Historical Period Forecast Period
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GameStop Corp Balance Sheet
Balance Sheet
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Assets
  + Cash & Near Cash Items 170.99$       401.59$       652.40$       857.41$         578.14$              905.32$            1,363.77$          1,919.00$           2,517.32$           3,153.94$           
  + Accounts & Notes Receivable 9.81$           38.74$         34.27$         56.02$           65.98$               64.01$              76.61$               82.88$                95.41$               109.93$              
  + Inventories 216.30$       603.18$       675.39$       801.03$         1,075.79$           1,053.55$         1,159.76$          1,353.00$           1,648.52$           1,924.77$           
  + Deferred Income Taxes 27.48$           23.62$               21.23$              24.11$               24.11$                24.11$               24.11$                
  + Prepaid Expenses 48.92$           59.10$               59.43$              61.69$               65.18$                73.39$               82.71$                
  + Other Current Assets 26.89$         77.76$         78.29$         3.86$             15.41$               23.66$              23.66$               23.66$                23.66$               23.66$                
Total Current Assets 423.99$       1,121.27$    1,440.34$    1,794.72$      1,818.04$           2,127.21$         2,709.60$          3,467.83$           4,382.42$           5,319.12$           
  + Long-Term Investments -$             -$             -$             -$               -$                   -$                  
    + Gross Fixed Assets 292.96$       617.06$       742.36$       929.22$         1,084.89$           1,246.01$         1,413.90$          1,575.45$           1,738.97$           1,903.29$           
    - Accumulated Depreciation 124.57$       184.94$       285.90$       417.55$         535.64$              661.81$            818.46$             996.52$              1,167.30$           1,328.90$           
  + Net Fixed Assets 168.40$       432.13$       456.46$       511.67$         549.25$              584.20$            595.43$             578.93$              571.68$              574.39$              
  + Other Long-Term Assets 322.60$       1,461.73$    1,452.78$    1,469.51$      2,145.30$           2,243.82$         2,258.47$          2,450.30$           2,598.76$           2,879.06$           
Total Long-Term Assets 491.00$       1,893.85$    1,909.24$    1,981.17$      2,694.55$           2,828.02$         2,853.90$          3,029.24$           3,170.44$           3,453.45$           
Total Assets 914.98$       3,015.12$    3,349.58$    3,775.89$      4,512.59$           4,955.23$         5,563.51$          6,497.07$           7,552.85$           8,772.57$           
Liabilities & Shareholders' Equity
  + Accounts Payable 206.74$       543.29$       717.87$       844.38$         1,047.96$           961.67$            1,058.62$          1,235.00$           1,504.75$           1,756.91$           
  + Short-Term Borrowings 12.17$         12.53$         12.18$         -$               -$                   -$                  -$                   -$                    -$                   -$                    
  + Other Short-Term Liabilities 94.98$         331.86$       357.01$       416.18$         514.75$              694.00$            837.42$             1,010.47$           1,219.29$           1,471.25$           
Total Current Liabilities 313.90$       887.67$       1,087.06$    1,260.56$      1,562.71$           1,655.68$         1,896.03$          2,245.48$           2,724.04$           3,228.16$           
  + Long-Term Borrowings 24.35$         963.46$       843.72$       574.47$         545.71$              447.34$            350.00$             250.00$              150.00$              50.00$                
  + Other Long-Term Liabilities 33.73$         49.27$         42.93$         78.42$           104.49$              129.30$            130.56$             156.63$              129.30$              182.70$              
Total Long-Term Liabilities 58.08$         1,012.73$    886.65$       652.89$         650.20$              576.64$            480.56$             406.63$              279.30$              232.70$              
Total Liabilities 371.97$       1,900.41$    1,973.71$    1,913.45$      2,212.91$           2,232.32$         2,376.59$          2,652.10$           3,003.34$           3,460.86$           
  + Total Preferred Equity -$             -$             -$             -$               -$                   -$                  
  + Class A Common Stock 0.05$           0.07$           0.15$           0.16$             0.16$                 0.16$                
  + Additional Paid In Capital 500.77$       921.35$       1,021.90$    1,208.47$      1,307.45$           1,210.54$         
  + Accumulated Comprehensive Income 0.57$           0.89$           3.23$           31.60$           (28.43)$              114.70$            
  + Retained Earnings & Other Equity 41.62$         192.41$       350.60$       622.21$         1,020.49$           1,397.61$         1,865.52$          2,404.58$           2,990.14$           3,633.35$           
Total Shareholders' Equity 543.01$       1,114.71$    1,375.88$    1,862.45$      2,299.69$           2,723.02$         3,186.92$          3,844.96$           4,549.52$           5,311.71$           
Total Liabilities & Equity 914.98$       3,015.12$    3,349.58$    3,775.89$      4,512.59$           4,955.33$         5,563.51$          6,497.07$           7,552.85$           8,772.57$           
Shares Outstanding 59.804 145.594 152.305 161.007 163.843 158.843 153.843 159.926 166.009 172.092
Book Value per Share 9.1$             7.7$             9.0$             11.6$             14.0$                 17.1$                20.7$                 24.0$                  27.4$                 30.9$                  
Total Debt to Total Assets 0.4 0.6 0.6 0.5 0.5 0.5 0.4 0.4 0.4 0.4
Net Debt (5.8)$            955.5$         603.4$         211.7$           586.8$               365.3$              (45.8)$                (501.9)$               (1,018.7)$           (1,450.0)$            
Net Debt to Equity (0.0) 0.9 0.4 0.1 0.3 0.1 (0.0) (0.1) (0.2) (0.3)
Current Ratio 1.4 1.3 1.3 1.4 1.2 1.3 1.4 1.5 1.6 1.6
Increase in Fixed Assets 324.10$     125.30$     186.86$       155.67$           161.12$          167.88$           161.56$            163.52$           164.32$            
Historical Period Forecast Period
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GameStop Corp Cash Flow
Cash Flows
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
  + Net Income 59.01$                 100.78$      159.76$   288.29$      398.29$       377.26$    467.91$      539.06$      585.56$      643.20$      
  + Depreciation & Amortization 37.02$                 66.66$       110.18$   131.28$      145.00$       162.50$    170.34$      189.96$      188.41$      169.83$      
  + Other Non-Cash Adjustments 35.35$                 44.19$       42.15$     3.71$         18.48$         98.92$      40.47$       40.47$       40.47$       40.47$       
  + Changes in Non-Cash Capital 12.69$                 79.79$       112.88$   61.56$       (13.89)$       5.40$        43.07$       43.07$       43.07$       43.07$       
Cash From Operating Activities 144.07$               291.42$      424.96$   484.84$      547.88$       644.08$    721.79$      812.56$      857.51$      896.57$      
  + Disposal of Fixed Assets -$                     -$           19.30$     -$           -$            
  + Capital Expenditures (98.31)$                (110.70)$    (133.93)$  (175.57)$    (183.19)$      (172.12)$   (159.47)$    (153.46)$    (155.32)$    (156.09)$    
  + Other Investing Activities (0.89)$                  (886.12)$    (11.30)$    1.06$         (630.71)$      (15.13)$    
Cash From Investing Activities (99.19)$                (996.81)$    (125.94)$  (174.51)$    (813.90)$      (187.25)$   (159.47)$    (153.46)$    (155.32)$    (156.09)$    
  + Increase in Long-Term Borrowings 74.02$                 941.47$      -$         -$           425.00$       
  + Decrease in Long-term Borrowings (37.50)$                (13.13)$      (121.61)$  (282.17)$    (455.00)$      (100.00)$   (100.00)$    (100.00)$    (100.00)$    (100.00)$    
  + Increase in Capital Stocks 9.47$                   20.80$       77.62$     158.21$      63.12$         4.46$        -$           -$           -$           
  + Decrease in Capital Stocks (126.78)$              -$           -$         -$           -$            (58.38)$    
  + Other Financing Activities 0.07$                   (13.15)$      (2.61)$      6.83$         (10.47)$       (0.50)$      (3.87)$        (3.87)$        (3.87)$        (3.87)$        
Cash from Financing Activities (80.71)$                936.00$      (46.60)$    (117.14)$    22.65$         (154.42)$   (103.87)$    (103.87)$    (103.87)$    (103.87)$    
Exchange Rate effect on cash (0.10)$      11.82$       (37.26)$       24.77$      
Net Changes in Cash (35.83)$                230.60$      252.32$   205.01$      (280.63)$      327.18$    458.45$      555.23$      598.32$      636.62$      
Free Cash Flow 45.76$                 180.72$      291.03$   309.27$      364.68$       471.96$    562.32$      659.10$      702.19$      740.48$      
Cash Flow to Net Income 2.4x 2.9x 2.7x 1.7x 1.4x 1.7x 1.5x 1.5x 1.5x 1.4x
Increas in P&E 97.18$               324.10$    125.30$  186.86$    155.67$     161.12$  167.88$    161.56$    163.52$    164.32$    
Ratio of Increase in P&E to CapEx 99% 293% 94% 106% 85% 95% 95% 95% 95% 95%
Historical Period Forecast Period
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GameStop Corp Working Capital
Working Capital
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Accounts receivable, net 9.81$        38.74$      34.27$      56.02$      65.98$      64.01$       76.61$      82.88$        95.41$        109.93$      
Inventories 216.30$    603.18$    675.39$    801.03$    1,075.79$ 1,053.55$  1,159.76$ 1,353.00$   1,648.52$   1,924.77$   
Prepaid Expenses 16.34$      37.88$      48.92$      59.10$      59.43$       61.69$      65.18$        73.39$        82.71$        
Other current assets 3.86$        15.41$      23.66$       23.66$      23.66$        23.66$        23.66$        
Total Cur. Assets (ex. Cash and Def. Taxes) 226.11$    658.26$    747.54$    909.82$    1,216.29$ 1,200.66$  1,321.72$ 1,524.72$   1,840.98$   2,141.07$   
Accounts payable 206.74$    543.29$    717.87$    844.38$    1,047.96$ 961.67$     1,058.62$ 1,235.00$   1,504.75$   1,756.91$   
Accrued expenses 94.98$      331.86$    357.01$    416.18$    514.75$    694.00$     837.42$    1,010.47$   1,219.29$   1,471.25$   
Total Cur. Liabilities (ex. Current Debt) 301.72$    875.15$    1,074.88$ 1,260.56$ 1,562.71$ 1,655.68$  1,896.03$ 2,245.48$   2,724.04$   3,228.16$   
Net WC (Current Assets Less Current Liab.) (75.61)$     (216.89)$   (327.35)$   (350.74)$   (346.43)$   (455.02)$    (574.31)$   (720.76)$     (883.06)$     (1,087.09)$  
Change in WC - Cash Inflow/(Outflow) (141.28)$   (110.45)$   (23.39)$     4.31$        (108.59)$    (119.29)$   (146.44)$     (162.30)$     (204.03)$     
Primary Working Capital Drivers
Net sales 1,842.81$ 3,091.78$ 5,318.90$ 7,093.96$ 8,805.90$ 9,078.00$  9,651.99$ 10,441.65$ 12,020.75$ 13,850.57$ 
Sales Growth 68% 72% 33% 24% 3% 6% 8% 15% 15%
Cost of goods sold 1,328.61$ 2,219.75$ 3,847.46$ 5,280.26$ 6,535.76$ 6,643.35$  6,974.69$ 7,508.20$   8,761.54$   10,226.30$ 
Accounts Payable as % of Inventory 96% 90% 106% 105% 97% 91% 91% 91% 91% 91%
Inventory Turn (CGS/avg. Inventory) 5.42 6.02 7.15 6.96 6.24 6.24 6.24 6.24 6.24
Acounts Receivable as % of Net Sales 0.53% 1.25% 0.64% 0.79% 0.75% 0.79% 0.79% 0.79% 0.79% 0.79%
Accrued Expense Growth 249% 8% 17% 24% 35% 21% 21% 21% 21%
Prepaid Expense Growth 132% 29% 21% 1% 4% 6% 13% 13%
Difference btw Sales and Prepaid Exp Growth 4% 3% 3% 3% 3% 3% 3%
Historical Period Forecast Period
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GameStop Corp Depreciation
Depreciation
In millions
FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Property & Equipment 
Land 2.00$         10.26$      10.71$      11.87$      10.40$        11.57$        11.57$        11.57$          11.57$        11.57$        
Buildings (B&L) 64.23$      106.43$     262.91$    305.81$    378.61$    454.65$      522.97$      593.52$      661.49$        730.33$      799.56$      
Fixtures and Equipment (F&E) 131.56$    184.54$     343.90$    425.84$    538.74$    619.85$      711.48$      807.43$      899.84$        993.43$      1,087.52$   
TOTAL 195.78$    292.96$     617.06$    742.36$    929.22$    1,084.89$   1,246.01$   1,413.90$    1,575.45$     1,738.97$   1,903.29$   
Additions to PP&E 97.18$       324.10$    125.30$    186.86$    155.67$      161.12$      167.88$      161.56$        163.52$      164.32$      
Acc Dep 88.49$      124.57$     184.94$    285.90$    417.55$    535.64$      661.81$      818.46$      996.52$        1,167.30$   1,328.90$   
Net Property & Equipment 107.30$    168.40$     432.13$    456.46$    511.67$    549.25$      584.20$      
Net Depreciable Assets 107.30$    166.40$     421.87$    445.75$    499.80$    538.86$      572.63$      
Useful Life B&L (years) 8
Useful Life F&E (years) 7
Ratio of Net PP&E to Total 0.55
B&L Life Left 4.38
F&E Life Left 3.84
Est B&L Years Left 4
Est F&E Years Left 4
Depreciated B&L 12.85$      
Depreciated F&E 26.31$      
2003 Depreciation B&L 6.42$         6.42$        6.42$        6.42$        
2003 Depreciation F&E 15.03$       15.03$      15.03$      
2004 Depreciation B&L 5.28$         5.28$        5.28$        5.28$        5.28$          5.28$          5.28$          5.28$            
2004 Depreciation F&E 7.57$         7.57$        7.57$        7.57$        7.57$          7.57$          7.57$          
2005 Depreciation B&L 19.56$      19.56$      19.56$      19.56$        19.56$        19.56$        19.56$          19.56$        
2005 Depreciation F&E 22.77$      22.77$      22.77$      22.77$        22.77$        22.77$        22.77$          
2006 Depreciation B&L 5.36$        5.36$        5.36$          5.36$          5.36$          5.36$            5.36$          5.36$          
2006 Depreciation F&E 11.71$      11.71$      11.71$        11.71$        11.71$        11.71$          11.71$        
2007 Depreciation B&L 9.10$        9.10$          9.10$          9.10$          9.10$            9.10$          9.10$          
2007 Depreciation F&E 16.13$      16.13$        16.13$        16.13$        16.13$          16.13$        16.13$        
2008 Depreciation B&L 9.51$          9.51$          9.51$          9.51$            9.51$          9.51$          
2008 Depreciation F&E 11.59$        11.59$        11.59$        11.59$          11.59$        11.59$        
2009 Depreciation B&L 8.54$          8.54$          8.54$            8.54$          8.54$          
2009 Depreciation F&E 13.09$        13.09$        13.09$          13.09$        13.09$        
2010 Depreciation B&L 8.82$          8.82$            8.82$          8.82$          
2010 Depreciation F&E 13.71$        13.71$          13.71$        13.71$        
2011 Depreciation B&L 9.71$            8.50$          8.50$          
2011 Depreciation F&E 13.20$          13.20$        13.20$        
2012 Depreciation B&L 8.61$          8.61$          
2012 Depreciation F&E 13.37$        13.37$        
2013 Depreciation B&L 8.65$          
2013 Depreciation F&E 13.44$        
Est Acc B&L 11.70$       31.26$      36.62$      45.72$      48.80$        57.34$        66.16$        75.87$          77.99$        67.08$        
Est Acc F&E 22.60$       45.37$      57.08$      58.17$      69.76$        82.85$        96.55$        102.19$        92.79$        94.53$        
Est Total Acc 88.49$      122.79$     199.42$    293.11$    397.00$    515.56$      655.75$      818.46$      996.52$        1,167.30$   1,328.90$   
% Error 0.00% -1.43% 7.83% 2.52% -4.92% -3.75% -0.92%
Forecast PeriodHistorical Period
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GameStop Corp Debt Interest
Debt & Interest
In millions
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Free Cash Flow (inc. ALL investing CF) 44.88$      (705.39)$   299.03$    310.33$    (266.02)$   456.83$      562.32$      659.10$      702.19$      740.48$      
Cash & equivalents at beginning of year 170.99$    401.59$    654.01$    857.41$    614.04$      916.46$      1,374.91$   1,930.14$   2,528.46$   
Minimum required cash reserves 15.87$      92.75$      83.29$      57.21$      44.00$      36.00$        
Total FCF available for financing acitivites 29.00$      (627.15)$   617.33$    907.14$    547.39$    1,034.87$   1,478.77$   2,034.00$   2,632.32$   3,268.94$   
Cash flows from financing activities
  Increase in Long-Term Borrowings 74.02$      941.47$    -$         -$          425.00$    -$            -$            -$            -$            -$            
  Decrease in Long-term Borrowings (37.50)$    (13.13)$    (121.61)$   (282.17)$   (455.00)$   (100.00)$     (100.00)$     (100.00)$     (100.00)$     (100.00)$     
  Increase in Capital Stocks 9.47$        20.80$      77.62$      158.21$    63.12$      4.46$          -$            -$            -$            -$            
  Decrease in Capital Stocks (126.78)$   -$         -$         -$          -$          (58.38)$       -$            -$            -$            -$            
  Other Financing Activities 0.07$        (13.15)$    (2.61)$      6.83$        (10.47)$     (0.50)$         (3.87)$         (3.87)$         (3.87)$         (3.87)$         
Net cash used in financing activities (80.71)$    936.00$    (46.60)$    (117.14)$   22.65$      (154.42)$     (103.87)$     (103.87)$     (103.87)$     (103.87)$     
Cash available to repay debt (51.71)$    308.85$    570.73$    790.00$    570.04$    880.46$      1,374.91$   1,930.14$   2,528.46$   3,165.08$   
Ending cash (35.83)$    401.59$    654.01$    847.21$    614.04$    916.46$      1,374.91$   1,930.14$   2,528.46$   3,165.08$   
Debt balances by tranche
Senior secured credit facility 5% 74.02$      24.38$      12.25$      0.11$        
Senior floating rate notes, due sept, 2011 300.00$    250.00$    120.00$    -$          
Senior notes 8%, due Sept 2012 650.00$    600.00$    580.00$    550.00$    450.00$      350.00$      250.00$      150.00$      50.00$        
Credit Revolver ($400)
Total Debt 950.00$    850.00$    700.00$    550.00$    450.00$      350.00$      250.00$      150.00$      50.00$        
Short-term debt 12.17$      12.53$      12.18$      -$          -$          
Current portion of long-term debt
Net long-term debt 937.47$    837.82$    700.00$    550.00$    450.00$      350.00$      250.00$      150.00$      50.00$        
Debt borrowing (paydown) by tranche
Senior secured credit facility 74.02$      (49.64)$    (12.14)$    (12.14)$     
Senior floating rate notes, due sept, 2011 (50.00)$    (130.00)$   (120.00)$   
Senior notes 8%, due Sept 2012 (50.00)$    (20.00)$     (30.00)$     (100.00)$     (100.00)$     (100.00)$     (100.00)$     (100.00)$     
Credit Revolver ($400)
Interest Expense 40.00$        32.00$        24.00$        16.00$        8.00$          
Historical Period Forecast Period
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GameStop Corp Amortization
Amortization
In millions
FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Deferred Financing Fees 2.26$        3.26$        2.67$        2.67$        2.67$        9.11$        
Other Intangible Assets 5.57$        7.93$        13.71$      11.02$      9.24$        8.52$        8.22$        
Total Amortization 7.83$        11.19$      16.38$      13.69$      11.90$      17.63$      8.22$        
Forecast PeriodHistorical Period
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GameStop Corp Shareholder's Equity
Shareholder's Equity
In millions
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Shares 6.711 8.702 2.836 -5.000 -5.000 6.083 6.083 6.083
Beg Shareholders Equity 543.00$      1,114.70$   1,359.12$   1,862.47$   2,270.59$   2,723.02$   3,186.92$   3,844.96$   4,549.52$   
Net Earnings 100.78$      158.25$      288.29$      398.29$      377.26$      467.91$      539.06$      585.56$      643.20$      
Foreign Currency Translation 0.32$          2.34$          28.38$        (89.13)$       172.23$      22.83$        22.83$        22.83$        22.83$        
Common Stock 0.01$          0.01$          0.00$          0.01$          0.01$          0.01$          0.01$          0.01$          
Stock Based Compensation 20.98$        26.91$        35.35$        37.81$        30.26$        30.26$        30.26$        30.26$        
Employee Stock Options 33.11$        79.60$        159.76$      63.61$        (6.61)$         65.89$        65.89$        65.89$        65.89$        
Purchase of Treasury Stock (123.00)$     (123.00)$     
Issuance of Stock to Electronic Boutique 437.14$      
Restricted Stock Expense 0.35$          
Other (5.28)$         
End Shareholders Equity 1,114.70$   1,375.88$   1,862.47$   2,270.59$   2,723.02$   3,186.92$   3,844.96$   4,549.52$   5,311.71$   
Total Shares 145.594 152.305 161.007 163.843 158.843 153.843 159.926 166.009 172.092
Retained Earnings 175.67$      333.92$      622.21$      1,020.49$   1,397.61$   1,865.52$   2,404.58$   2,990.14$   3,633.35$   
Historical Period Forecast Period
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GameStop Corp Shares Outstanding
Shares Outstanding
In millions
FY 2006 FY 2007 FY 2008 FY 2009 Est 2010 Est 2011 Est 2012 Est 2013
Beg Shares Outstanding 145.594 152.305 161.007 163.843 158.843 153.843 159.926 166.009
Shares Issued 6.711 8.702 2.836 -5.000 -5.000 6.083 6.083 6.083
End Shares Outstanding 152.305 161.007 163.843 158.843 153.843 159.926 166.009 172.092
Ave Shares Outstanding 148.950 156.656 162.425 161.343 156.343 156.885 162.968 169.051
Stock Options Outstanding 6.618 4.481 3.350 10.582 10.582 10.582 10.582
Total Dilutive Shares 6.618 4.481 3.350 10.582 10.582 10.582 10.582
Ave Dilutive Shares Outstanding 148.950 163.274 166.906 164.693 166.925 167.467 173.550 179.633
Historical Period Forecast Period
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Market Price (as of 3/30/10) 25.14$        Total Assets 4,955.23$    
Shares Outstanding 158.843 Total Cash 905.32$       
Market Cap (MV of Equity) 3,993.31$   Intangible Assets 2,206.00$    
Add Debt 447.34$      Tangible Assets 2,749.23$    
Add Lease Obligations 1,451.03$   Total Liabilities 2,232.32$    
Add Preferred Stock 0 Book Value 2,722.92$    
Add Minority Interest Tangible Book Value 516.92$       
Less Excess Cash 450 Book Value Per Share 17.14$         
Enterprise Value 5,441.68$   Tangible BV Per Share 3.25$           
Net Income 377.26 Price/BV 1.47             
Add Interest Expense 45.35 Price/Tangible BV 7.73             
Add Income Taxes 212.804 Price/NAV 0.70             
Add Depreciation & Amortization 162.50 EV/EBITDA 6.82             
EBITDA 797.92 Price/EBITDA 5.00             
Return on Assets (ROA) 7.61% Price/Earnings 10.58           
Return on Equity (ROE) 13.85%
Return on Sales (ROS) 4.16%
1,898.37$                     
Sales 9078.00
Equity 2,723.02$   
CAPSTONE SUMMARY: 
 My capstone project is a compilation of five research reports completed 
for the Orange Value Fund.  The Orange Value Fund is a value investing hedge 
fund founded as a limited liability company and administered through the 
Whitman School of Management.  The managing director of the fund is 
Fernando Diz, an associate professor of finance at the business school.  These 
research reports are an overview of quantitative and qualitative factors, which 
determine whether a company represents a "value" buy.  The fund models its 
definition of value investing after Martin J. Whitman's philosophy, which consists 
of finding "safe" companies and "cheap" securities. 
 Professor Diz recruits about ten to twelve students a year to participate 
in the fund, which involves completing one year of training and one year of 
mentoring and work.  In the first year, the "junior analysts" take four graduate 
level courses taught by Professor Diz.  These courses are 'Value/Distress 
Investing', 'Intro. to Derivatives', 'Financial Modeling for Investment Banking', 
and 'Seminar in Distress Investing'.  During the first semester of the first year, 
analysts are required to complete a Bloomberg course, which provides them 
with access to Bloomberg's terminal, information, and resources.  In the second 
year with the fund, "senior analysts" take a leadership role in the fund's 
activities.  The senior analysts work as teaching assistants for the classes taken 
by the junior analysts.  The senior analysts are also responsible for proposing two 
new investment opportunities and updating two older investment reports. 
 The five companies that I valued during my time with the fund are the 
Bristow Group, EnCana Corporation (now split into EnCana and Cenovus Energy), 
Ship Finance International Limited, Google, and GameStop Corporation.  I 
completed the investment report for Bristow at the end of my junior year with 
fellow analyst Mike Jiang.  I completed the investment reports for EnCana and 
Ship Finance International during the fall of my senior year, and Google and 
GameStop during the spring.  The investment reports for Bristow, EnCana, and 
Ship Finance International include a thorough valuation based on the present 
state of the companies.  The investment reports for Google and GameStop 
include this type of valuation and a discounted cash flow valuation, which is 
derived from the future state of the company. 
 First I will address the valuations based on the present state of the 
company.  The purpose of this valuation is to find the present net asset value of 
the company.  This is exactly as it sounds.  It is the value of the company's assets 
minus its debt (net value).  This represents the value of the company's equity.  
There are many ways to calculate this value.  The simplest way is to find the 
book value of a company’s assets and subtract the book value of its liabilities.  
However, for many reasons this is a very inaccurate description of the company's 
value.  Most importantly, it does not take into account any change in the asset’s 
value since the time of purchase or the asset’s earnings potential.  
 The Bristow Group and Ship Finance International signify two companies 
with assets that have changed in value over time.  Both are transportation 
companies, and as such, own valuable equipment, which, if sold at market value, 
should generate enough cash to pay down their debt and each stockholder.  The 
question we try to answer is whether or not the equipment could be sold at a 
high enough value to pay the stockholders a price greater than the current stock 
value of the company.  If it can, then the company is considered cheap by value 
investment standards, and visa versa.  The Bristow Group is an oil transportation 
company.  It carries oil executives and field workers to offshore sites and other 
drilling locations via helicopters.  It owns a massive and diverse helicopter fleet.  
In valuing the Bristow Group, my main objective was to find an accurate 
estimate for the value of its helicopter fleet if sold at fair market value.  Also, the 
company operates under significant levels of debt.  My second objective was to 
determine if these levels were sustainable.  I will discuss this in further detail 
later in the summary. 
 Ship Finance International is a general shipping company.  It has a fleet 
that carries dry bulk and oil among other things.  Similar to the Bristow Group, 
my main object in valuing Ship Finance International was determining an 
accurate value for its diverse fleet.  Luckily, Ship Finance International was 
undertaking a new strategy to diversify its asset base.  Therefore, I was supplied 
with ample information about recent sale and purchase prices of ships in its 
fleet, which I used to create a regression equation to estimate the value of its 
other vessels.   
 EnCana, on the other hand, is considered a resource conversion 
company, and as such, its book value does not do justice to the earnings 
potential of its assets.  Because EnCana is a natural gas and oil production 
company, I valued it by a resource conversion method.  It converts natural gas 
and oil reserves into usable energy.  Thus, EnCana’s value is dependent upon the 
quantity of its natural gas and oil reserves and the market price of natural gas 
and oil.  Thankfully, the SEC recently changed accounting standards for energy 
conversion companies, and EnCana must report an estimate of its natural gas 
and oil reserves.  However, unlike the previous two companies, there was an 
additional factor that I had to consider when valuing EnCana; its innovation.  
EnCana is a pioneer in developing new, inexpensive methods of retrieving 
natural gas and oil.  Because value investing relies on conservative estimates, I 
did not account for EnCana’s innovation in my quantitative valuation. 
 The focus of the valuation in my reports for Google and GameStop was a 
discounted cash flow.  Like a net asset value, a discounted cash flow is exactly as 
it sounds.  In the discounted cash flow valuations, I forecasted earnings for the 
company into the future then discount the future values to a present value.  
Discounting future values to a present value is based on the principle of the time 
value of money.  The principle follows as such: if you were offered x amount of 
money ten years from now, how much would that money be worth to you now.  
In a discounted cash flow valuation, the time value of money depends on the 
company's required rate of return.  The company's required rate of return is the 
amount of money its debtors, preferred, and non-preferred shareholders require 
that the company return to them.  (No one said finance guys are creative.)  
 My reports for Google and GameStop also include a net asset valuation.  
Because these companies do not own valuable equipment or resources, they had 
to be valued differently than the Bristow Group, EnCana, and Ship Finance 
International.  However, similar to EnCana, the value of these companies' assets 
is determined by their ability to generate revenue.  Thus I valued these 
companies as a "going concern."  The valuation is relatively simple to 
understand.  I adjusted the company's income to find the cash it generates each 
year, and then multiplied that number by an arbitrary fixed multiple.  For the 
sake of conducting a thorough analysis, I multiplied the earnings figure by 
multiples similar to its competition. 
 These valuations represent the quantitative side of my research reports, 
which, as previously mentioned, help determine if the equity is cheap.  The other 
aspect of the report, but of equal importance, is the qualitative part.  It is used to 
determine if the equity is safe.  There are many different factors we consider 
when determining if the equity is safe.  Most importantly, the company must be 
operating under sustainable levels of debt.  There are many factors, which make 
debt unsustainable.  First are the interest payments.  If interest on the debt is 
too high, then the company will not be able to pay down its interest payments, 
and it will default on its obligations.  Next, many companies must constantly 
refinance their debt because they cannot pay it down over the life of the 
obligation.  However, and especially in tough financial markets, banks may not 
be willing to refinance the debt.  Finally, written into every debt obligation are 
various covenants.  These are limitations on the activities in which the company 
can partake.  As I mentioned earlier, the Bristow Group operated under 
significant levels of debt.  Therefore, that research report includes a large section 
devoted to the company's debt, which evaluates the state of its covenants. 
 To assure that the companies were "safe", I also researched and 
discussed its industry, competitors, and board members and top management.  
For many reasons, it is imperative to assure that the company is run by 
competent leaders.  In many situations, most of which were recently exposed 
during the financial crisis, bad management lead good companies to failure.  I 
like to consider these aspects of the report the x-factors of the overall analysis.  
These x-factors can make or break an otherwise great valuation.  
  
 
My capstone project is a compilation of five research reports completed for the Orange Value Fund.  The 
five companies for which I completed investment reports are the Bristow Group, EnCana (now split into 
EnCana and Cenovus Energy), Ship Finance International Limited, Google, and GameStop.  I completed 
the investment report for Bristow at the end of my junior year with fellow analyst Mike Jiang.  The 
completed the investment report for EnCana and Ship Finance International during the fall and Google 
and GameStop during the spring.  The investment reports for EnCana and Ship Finance International 
include a thorough valuation based on the present state of the companies.  The investment reports for 
Google and GameStop include this valuation and a discounted cash flow valuation, which is based on the 
future state of the company.  The Orange Value Fund is a value investing hedge fund set up as a 
limited liability company and run through the business school.  These research reports are an overview 
of quantitative and qualitative factors determining whether a company represents a "value" buy.  The 
fund models its definition of a value investment after Martin J. Whitman's philosophy, in which the 
company is considered "safe" and the securities "cheap".  To be considered cheap, the stock must be 
trading at a significant discount to my estimated value for the security.  I estimated the value of each 
company's stock by finding its net asset value.  For the Bristow Group and Ship Finance International, I 
did this by finding the market value of the company's helicopters and shipping fleet, respectively.  For 
EnCana, I followed the research conversion method.  Finally, for Google and GameStop, I valued the 
companies as a going concern.  I also estimated a discounted cash flow valuation for Google and 
GameStop. 
